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NIAGARA POWER DEVELOPMENT 


WEDNESDAY, SEPTEMBER 19, 1951 


Hovse or REPRESENTATIVES, 
ComMMITTEE ON Pustic Works, 
SupcoMMITTEE ON Rivers anp Hreors, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m. in room 1502, 
New House Office Building, Hon. Henry D. Larcade, presiding. 

Mr. LARCADE. The committee w ill come to order. 

The subcommittee meets for the purpose of considering H. R. 1642 
by the gentleman from New York, Mr. Roosevelt, a bill to preserve 
the scenic beauty of the Niagara Falls and River and to authorize 
the construction of certain public works on that river for power and 
other purposes, and for other purposes; 

Also H. R. 3146 by the gentleman from New York, Mr. Miller, a 
bill to preserve the scenle beauty of the Niagara Falls and River, 
authorize the construction of certain works of imiprovement on that 
river for power purposes and to further the interests of national 
security by authorizing the prompt development of such works of 
Improvement for power purposes ; 

And also H. R. 5099 by the gentleman from New York, Mr. Cole, 
a bill to provide for the national defense and for conservation and 
public development and beneficial public use of the undeveloped water 
ower of Niagara EKalls and the Niagara River in the State of New 
Vork. in accordance with the provisions of the Niagara Redevelopment 
Treaty between the United States and Canada, ratified by the Senate 
of the United States on August 9, 1950, and for other purposes. 

The usual policy and the rules require that bills considered by the 
committee be read, but in view of the fact that we have three bills on 
the same subject, and because of the length of each bill, I will ask 
unanimous consent that the bills be included in the record and con 
sidered as read. Is there object ion / 

There is no objection and it is so ordered. 

(The bills referred to are as follows:) 


[H. R. 5099, 82d Cong., Ist sess.] 


A BILL To provide for the national defense and for conservation and public development 


, ! 
and beneficial public use of the undeveloped water power of Niagara Falls and the Niagara 
River in the State of New York, in accordance with the provisions of the Niagara Rede 
velopment Treaty between the United States and Canada, ratified by the Senate of tl 


United States on August 9, 1950, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the policy of Congress and is hereby 
declared to be the intent of this Act to promote interstate and foreign com- 
merce and the national defense, and to provide for the preservation of the 
scenic beauty and for the public development and beneficial public use of the 
undeveloped water power of Niagara Falls and the Niagara River in the State 
of New York, in accordance with the provisions of the Niagara Redevelopment 


° 1 
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Treaty between the United States and Canada ratified by the Senate of the 
United States on August 9, 1950. 

Sec. 2. To implement the foregoing policy, and to provide for the rapid inaug- 
uration of a construction program to preserve and enhance the scenic beauty 
of the Niagara Falls, and for the purpose of making essential power facilities 
available for national defense uses at the earliest possible moment, the govern- 
ment of the State of New York, through its accredited public agency, the Power 
Authority of the State of New York (hereinafter referred to as the “Authority”), 
is hereby authorized to finance, construct in cooperation with the Secretary of 
the Army and the Chief of Engineers, maintain, manage, own, and operate the 
power facilities and works appurtenant thereto, required to develop the unde- 
veloped water power of the Niagara Falls and River in the State of New York 
in accordance with the provisions of the aforesaid Niagara Redevelopment 
Treaty and substantially with the project plans outlined in the report of the 
Bureau of Power of the Federal Power Commission, dated September 28, 1949, 
entitled “Possibilities for the Redevelopment of Niagara Falls for Power—Niag- 
ara River—New York.” 

Sec. 3. The Federal Power Commission is hereby authorized and directed to 
issue a license under the Federal Power Act (49 Stat. S38), as amended, to the 
Authority as the accredited public agency of the State of New York upon its 
application, under which the said State agency shall undertake, without cost 
to the Government of the United States, in cooperation with the Secretary 
of the Army and the Chief of Engineers, the construction of all power facilities, 
and works necessary to preserve and enhance the scenic beauty of the Falls, to 
be installed on the United States side of the Niagara River in the State of 
New York pursuant to said Treaty. This license shall require equitable distri- 
bution of the hydroelectric energy generated by such facilities for the benefit 
of the people as a whole and particularly the domestic and rural consumers to 
whom the power can economically be made available, and shall be consistent with 
the Power Authority Act of the State of New York, the laws of the United States 
and protect the interests of the United States and the States involved, allowing 
for making available a fair proportion of the power generated by said facilities to 
other States within economic transmission distance as hereinafter provided. 

Sec. 4. In furtherance of the policy above stated, the Authority shall provide 
by contract or contracts (1) with private and public transmission and distri- 
bution systems for the sale, transmission, and/or distribution of project power 
so as to assure the resale of such power to domestic and rural consumers at the 
lowest possible price; and (2) for the sale to and use of project power by in- 
dustrial users, particularly defense industries, located at or near the site. 
Within the State of New York such contracts shall be consistent with but not 
be restricted to the following requirements: 7 

a. Continuous control and operation of the project by the Authority. 

b. Full and complete disclosure to the Authority of all facters of cost in 
the transmission and distribution of power, so that rates to consumers may be 
agreed to initially in the contract and may be adjusted from time to time on the 
basis of true cost data, provided that in fixing a fair cost of transmission and 
distribution no account shall be given to any franchise value, going value or 
good will based upon the existence of the contract and the availability of the 
power for sale by the transmitting or distributing company or any company 
associated therewith. 

c. Periodic revisions of the service and rates to consumers on the basis of 
accurate cost data obtained by such accounting methods and systems as shall 
be approved by the Authority. 

d. That the rates, services, and practices of the purchasing, transmitting, 
and/or distributing public agencies or companies in respect to the power gen- 
erated by this project shall be governed by the provisions and principles estab- 
lished in the contract. 

e. Cancellation and termination of any such contract upon violation of the 
terms thereof by the purchasing, transmitting or distributing public agencies or 
company or any subsidiary or associate thereof. 

f. Provision that the above purchasers, transmitters or distributors shall 
construct, maintain and operate such lines as may be necessary within practicable 
limits to conduct electricity to such point or points at which the electricity is 
sold by the Authority to any agency, corporation or association, public or private, 
engaged in the business of distribution and sale of electricity to ultimate con- 
sumers or if the Authority is unable to contract for the sale, transmission or 
distribution of project power, provision also for the erection and ownership 
by the Authority of transmission lines necessary for such purposes 
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g. Promote an integrated power pool among existing utility systems 

h. Public hearing or hearings on the terms of such proposed contract or con- 
tracts following adequate notice and availability of the contract or contracts 
for public inspection. 

Sec. 5. The consent of Congress is hereby given to the State of New York to 
enter into compacts or agreements with any other State or States for the 
equitable apportionment among such States of hydroelectric power developed 
by the Authority and hydroelectric power developed or controlled by any agency 
of a State entering into such compacts or agreements with the State of New 
York, and to establish such agencies (joint or otherwise) as they may deem 
desirable for making effective such Compacts or agreements: Provided, That (a) 
each State receiving an allotment of power under such compacts or agreements 
shall observe and enforce the conditions and requirements set forth above in 
this Act; (b) one representative of the Federal Power Commission shall par- 
ticipate in reaching such agreements and compacts; (c) such compacts or agree- 
ments shall not be valid until approved by the respective legislature of each 
State involved and by the Congress; and (d) if such compacts or agreements 
have not been negotiated and approved by the respective legislatures and the 
Congress by within one year of the date when power is expected to be available 
from the project the Federal Power Commission shall fix the equitable allot- 
ment of power among the States within economic transmission distance of the 
project observing the conditions and requirements expressed in this Act. 

Sec. 6. Nothing in this Act shall be construed as diminishing or enlarging any 
valid existing rights under any license heretofore issued pursuant to the pro- 
visions of the Federal Power Act (49 Stat. 83S), as amended, or as now or 
hereafter affecting the applicability of the provisions of that Act in the case 
of waters of the Niagara River presently authorized to be diverted for power 
purposes under licenses heretofore issued under that Act. 

Sec. 7. This Act may be cited as the “Niagara Redevelopment Act of 1951.” 





{H. R. 3146, 82d Cong., 1st sess.] 


A BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
construction of certain works of improvement on that river for power purposes and to 
further the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled. 


FINDING AND POLICY 


SecTIOoNn 1. (a) The Congress hereby finds that the United States is obligated 
to preserve and enhance the scenic beauty of the Niagara Falls and River. 

The Congress further finds that it is necessary and desirable for the public 
welfare and for the security of the United States that the share of the waters 
of the Niagara River made available for power purposes under the treaty between 
the United States of America and Canada, dated February 27, 1950, and ratified 
by the Senate of the United States on August 9, 1950, be utilized promptly. 

The Congress further finds that low-cost power is urgently required to supply, 
among other purposes, the greatly expanded demands of the Department of 
Defense upon the electrometallurgical and electrochemical industries and other 
industries maintained in the vicinity of Niagara Falls. 

The Congress further finds that utilization of the United States share of the 
waters of the Niagara River for the production of hydroelectric power is not 
an incident of the exercise of the public functions of the United States to im- 
prove navigation, flood control, reclamation, irrigation, or sanitation. 

The Congress further finds that in view of the public burden of the increasing 
obligations of the United States, it is most desirable that development of hydro- 
electric projects be made by private enterprise and without recourse to public 
funds particularly where, as here, private enterprise is able most promptly to 
commence actual construction of and to put the project, as hereinafter authorized, 
into operation. 

The Congress further finds that the Federal Power Act (49 Stat. 838), as 
amended, provides adequate safeguards deemed essential for the protection of 
broad local and national interests in navigable waters of the United States, 
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at the same time permitting full development and utilization of water power 
resources with due regard to the protection of the interest of the United States 
therein 

The Congress further finds that further development of any hydroelectric 
project at Niagara Falls requires the enactment of legislation prescribing special 
conditions to be incorporated in any license issued by the Federal Power Comumis- 
sion for such development as hereinafter provided 

(b) It is hereby declared to be the policy of the Congress (1) to preserve the 
scenic beauty of Niagara Falls and its environments; (2) to further the national 





security: and (3) to assure the development of low-cost electri power under the 
private-enterprise syste 
St ” The Feder Power Commission is hereby authorized and directed to 
issue HS soon as practicable to citizens of the United States, or to any association 
of such citizens, or to any corporation organized under the laws of any State, a 
Cel for the purpose of prosecuting works of improvement for redevelopment 
the Niagara River in substantial accordance with the project plans outlined 
n the report of the Bureau of Power of the Federal Power Commission dated 
Sept ber 2S. 1949. entitled “Possibilities for Redevelopment of Niagara Falls for 
Powe Ningnra River—New York” (such works of improvement being herein 
afte referred to a he “project The ¢ n sha | e authority to re- 
quire such modifi ! said t it I stent Ww i th Act, as it may 
( dvisable in mralanes ith the provi the Federal Power Act, as 
imended. In issu L lie der this Act, the Co sion shall give prefer 
ence the applicant most able to commence a const! m of and to put the 
| ni nj 
S| > Excent her consistent with the provisions of this Act, the license 
1< 1 ssued t na ( wor e ; ( the provisions of the Federal 
Power Act, as amended, and in addition shall expressly include the following 
te ndit 
\, ereafter be reated for such 
pul ‘ ( by the State « N York for 
h wp ‘ . han two rs’ written 
not ‘ ? perate tl pi ect Ipon the 
‘ hy of the United States or of 
t he New York its net investment, as that term 
is d d e Fe d n the project The net in 
ve nt of the ‘ e il e project for the irpose of tl Act shall be deter 
mined by the Federal Power Commission after notice and opportunity for hearing 
) It ri for the disposition of proj wer, preference shall be 
en to directions from the Department of Defense for sup} ng power to 
rovernmental installations or to industries requiring power oduce materials 
essential to the national security 
» The censee shall pay to the United States and ‘ if nl et nvest 
ment in the project herein authorized the United S es share of the ist of the 
construction of the remedial works to be undertake ! COCO! nee with article 
Il of the treaty referred to in the rst section of s Act wheneve ich remedial 
works are constructed by the United States 
Sec. 4. Upon the complaint of any interested State, the Feder: Power Com 
mission Shall have jurisdiction, after due notice to a nterested States and to 
the licensee and opportunity for hearing, to require the censee to enter into 
reasonable and practical arrangements whereby pr ject power will be apportioned 
equitably among States within economic transmission dist ce, subject, how 


ever, at all times to the priority in respect of project power acco! led to the 
Department of Defense as hereinabove provided in sectiol 4 b) 


Sec. 5. Nothing in this Act shall be construed as affecting any valid existing 


rights under licenses heretofore issued pursuant to the provisions of the Federal 
Power Act (49 Stat. S38), as amended, or as now or hereatter affecting the 
applicability of the provisions of that Act in the case of waters of the Niagara 
River presently authorized to be diverted for power purposes under licenses 
heretofore issued under that Act 

Sec. 6. In the event of any conflict between the provisions of this Act and 
the provisions of the Federal Power Act and of the license to be gral ted for the 
project herein authorized, the provisions of this Act shall govern in respect of 


the project herein author zed 
sit 7 This Act miiy be cited as the Niag 1 Redeveionpment Act of ODL” 
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wer [H. R. 1642, 82d Cong., Ist sess 
ates A BILL To preserve the scenic beauty of the Niagara 1 s dh rand t e the 
onstruction of certain publie works on that river for powet! nd other purposes l 
tric other purposes 
cial Be it enacted by the Senate and House of Re presentatives of the lt nited States 
inis- of America in Congress asscubled, That. in order to fulfill the obligation of the 
United States to preserve and enhance the scenic beauty of the Niagara Falls and 


the 
mal 
the 


! 
River and to provide for the most beneficial use of the waters of that river 
for development of power, navigation, and the control of floods, it is hereby 
declared to be the policy of the United States that the share of those waters 
available to the United States for power purposes pursuant to the treaty between 


1 to the United States of America and Canada, dated February 27, 1950, and ratified 


tion by the Senate of the United States on August 9, 1950, shall be used to develop 
“a power in the public interest by i public agency us hereinafter prov ded 

rent Sec. 2. To implement that pol cy, there are hereby adopted and authorized to 
ned 


be prosecuted, under the direction of the Secretary of the Army and the supe 





ited vision of the Chief of Engineers, works of improvement for redevelopment of 
for the Niagara River in substantial accordance with the project plans outlined in 
ein- the report of the Burean of Power of the Federal Power Commission, date 
» re- September 28, 1949, entitled “Possibilities for Redevelopment of Niagara Falls 
nay for Power—Niagara River—New York”. Such works of improvement here 
, as inafter reterred to as the “project’™) shall be subject to such modifications not 
‘fer- inconsistent with this Act as may be found advisable by the Secretary of the 
the Army upon investigation and recommendation by the Chief of Engineers and 
the Federal Power Commission, and after consultation with the Governors of 
“hse New York and other interested States and with other interested Federal agen 
eral cies. The necessary plans, specifications, and preliminary work in connection 
ying with such project shall be prosecuted as soon as funds shall be available from 
appropriations hereinafter authorized, in order to provide for rapid inaugura 
uch tion of a construction program: Provided, That the construction of remedial 
for works in accordance with article II of the treaty referred to in the first sectior 
ten of this Act shall not be undertaken until the United States of America and 
the Canada have approved the recommendations of the International Joint Con 
r of mission with respect to the nature and design of such remedial works and the 
erm allocation of construction as between the two countries, and that the construc 
Im- tion of such remedial works shall be under the supervision of the International 
‘ter Joint Commission. 
ing. Sec. 3. (a) The President is authorized and directed to transfer the power 
| be facilities of the project to such public agency of the State of New York as its 
> to government may designate and properly authorize for that purpose, if the fo 
ials lowing conditions are satisfied in full before power is available from any gen 
erating unit of the project 
est- (1) an agreement between the United States and the State of New York 
the Shall have been negotiated by the President or his designated agent with 
icle such agent of the State of New York as its government may designate and 
dial authorize for that purpose, and such agreement shall have been approved 
by the Legislature of the State of New York and the Congress of the United 
om States. The President is hereby authorized and directed to initiate nego 
1 to tiations for such agreement as soon as any funds for the project are made 
into available under appropriations hereinafter authorized; and 
ned (2) the public agency designated and authorized by the government of 
low the State of New York to accept transfer of the power facilities of the 
the project shall have made proper application for, and shall have accepted, a 
; license under the provisions of the Federal Power Act (49 Stat. S38), as 
ting amended, which license the Federal Power Commission is hereby authorized 
eral and directed to issue after consummation of the agreement referred to in 
the condition (1) above: Provided, That, in the event of any conflict between 
ara the provisions of this Act and of such agreement and the provisions of the 
ASES Federal Power Act and of the license, the provisions of this Act and of 
such agreement shall govern in respect of the project herein authorized 
and (b) The agreement provided for in subsection (a) shall include, but not be 
the limited to, provisions for ultimate repayment of all costs properly allocable 


t of 


to power as determined by the Federal Power Commission after consultation 
with such agency of the State of New York as its government may designate 
and authorize for their purposes, and provisions for maintenance and operation 
of the project in the public interest, including especially the interests of the 


ol”. 
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State of New York and other States within economic transmission distance. Such 
agreement shall assure, among other things, that 
(1) no part of the United States share of the waters of the Niagara River 
made available for power purposes to the designated agency of the State 
of New York shall be diverted by it to any person or private company; nor 
shall the use of any part of said waters of the rights pertaining thereto 
be sold, leased, or otherwise alienated by such agency to any person or 
private company for the generation of hydroelectric power; nor shall the 
power facilities be sold, leased, pledged, mortgaged, or otherwise alienated 
to any person or private company: Provided, That nothing in this Act shall 
be construed as affecting any vivid existing rights under licenses heretofore 
issued pursuant to the provisions of the Federal Power Act (49 Stat. 838), 
as amended, or as now or hereafter affecting the applicability of the provi- 
sions of that Act in the case of waters of the Niagara River presently au- 
thorized to be diverted for power purposes under licenses heretofore issued 
under that Act; 
(2) full recognition shall be given to the interests of national security 
as provided in section 16 of the Federal Power Act (16 U.S. C. SO9) ; 
(3) in contracting for the disposition of project power, (A) preference 
shall be given to States, counties, and municipalities, including agencies 
or instrumentalities of any of them, and to cooperative or other organiza- 


tions not organized or administered for profit but primarily for the purpose 
of supplying electric energy to their members as nearly as possible at cost, 
and to the Department of Defense, and (—B}) arrangements shall be made 
sufficiently flexible so that the foregoing recipients of preference, now or 
hereafter authorized by law to engage in the distribution of electric energy, 
may secure a reasonable share of the project power ; 

(4) such transmission lines and related facilities shall be constructed, or 
acquired by purchase or other agreement, as may be necessary in order 
to make project power available in wholesale quantities for sale on fair 
and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies ; 

(5) project power shall be sold and distributed primarily for the benefit 
of the people as consumers, and particularly for the benefit of domestic 
and rural consumers, to whom it shall be made available at the lowest 
possible rates and in such manner as to encourage the widest possible use; 

(6) in the event project power is sold to any purchaser for resale, con- 
tracts for such sale shall include adequate provisions for establishing resale 
rates which shall be fixed by the seller and which shall not only provide 
for passing on to the consumer savings in' costs of generation, but shall 
also be promotional in character and designed so far as practicable to 
result in periodic rate reductions: Provided, That such contracts shall be 
for a period of time not exceeding twenty years; 

(7) if and when a northeastern power pool or other agency for the 
coordinated operation of power facilities in the Northeastern States shall 

be created or provided for by legislation hereafter enacted by the Congress 
or pursuant to a compact adopted by the States concerned and approved by 
the Congress, arrangements shall be made for coordinated operation of 
the power facilities of the project with those of such pool or other agency ; 
and 

(8) in contracting for the disposition of project power, commitments 
shall be so made as to provide and allow for a determination of disputes 
as to apportionment of project power among States within economic trans- 
mission distance whereby the Governor of any State, believing that his State 
is or may be denied its fair share, may make complaint to the Federal 
Power Commission which, after due notice to all States which may have 
an interest in the availability of project power and opportunity to them 
for hearing under the Commission’s Rules of Practice and Procedure, shall 
determine reasonable and practicable arrangements whereby and the extent 
to which project power shall be made available in the public interest to 
purchasers in States within economic transmission distance of the project: 
Provided, That such determination shall be final and binding in the operation 
of the project except as it may be thereafter revised in further proceedings 
before the Federal Power Commission as herein provided 

(c) Eighteen months after the beginning of construction of the project, the 
President is directed to transmit a report to the Congress on the status of 
negotiations for an agreement as provided for in subsections (a) and (b) hereof. 





such 


iver 
tate 
nor 
reto 
1 or 
the 
ated 
hall 
fore 
38), 
‘Ovi- 
au- 
sued 


rity 


once 
cies 
1iza- 
pose 
‘Ost, 
lade 
y or 
rey, 


l, or 
rder 
fair 
eral 
Ss; 

nefit 
stic 
vest 
se ; 
con- 
sale 
vide 
hall 
2 to 
1 be 


the 
hall 
ress 
1 by 
1 of 
icy ; 


ents 
utes 
ans- 
tate 
eral 
ave 
hem 
hall 
tent 
t to 
ect: 
tion 
ings 


the 
s of 
“eof. 





NIAGARA POWER DEVELOPMENT 7 


Sec. 4. When power is available from any generating unit of the project, if 
transfer of the power facilities of the project shall not have been consummated 
in accordance with the provisions of subsection (a) hereof, the project shall 
be maintained and operated, and project power disposed of, by such agency 
of the Government of the United States as may be hereafter created for such 
purpose: Provided, That, if such agency shall not have been created when con- 
struction of the project is complete, it shall be maintained and operated under 
the direction of the Secretary of the Army and supervision of the Chief of 
Engineers, and project power shall be delivered and disposed of in accordance 
with the provisions of section 5 of the Flood Control Act of 1944 (58 Stat. 890). 

Sec. 5. There are hereby authorized to be appropriated, out of any moneys 
in the Treasury not otherwise appropriated, such sums as may be required 
to carry out the purposes of this Act. 

Sec. 6. This Act may be cited as the “Niagara Redevelopment Act of 1951”. 

Mr. Larcapr. The project will now be presented by the Corps of 
Engineers, as is customary, and the first witness will be General Chor 
pening, the Assistant Chief of Engineers for Civil Works, Corps of 
Engineers. 

General, you may proceed. 


STATEMENT OF BRIG. GEN. C. H. CHORPENING, ASSISTANT CHIEF 
OF ENGINEERS FOR CIVIL WORKS, CORPS OF ENGINEERS 


General Cuorrentne. Mr. Chairman and gentlemen of the com- 
mittee, with reference to the bills that have been mentioned, the De- 
partment of the Army has been called upon and has made its official 
comments on H. R. 1642, and favors this bill. 

We have not been called on for comments on the other two bills so 
I can make no observations on them. 

Mr. Larcape. Did you say you had no comment on the other two? 

General Cuorrentnc. We have not been called upon officially for 
comment on the other two bills, sir. 

Mr. DONDERO. Which one are you comment Ing on ¢ 

General CnorreninG. On 1642, sir. The Department of the Army 
favors that one. 

Mr. Macer. Will you tell us, General, are they about the same? 
They cover the same subject matter ? 

General CnuorrentnG. They cover the same project, but approach 
it in a different manner. 

I have not read the bills in detail, but I believe the one we are dis- 
cussing here proposes that the work be done by the Federal Govern- 
ment through the Corps of Engineers. 

Mr. Larcape. The differences in the bills will be brought out later 
in the hearings. 

Mr. McGrecor. Could we formally ask the general to give us a 
report on H. R. 5099 and H. R. 3146? 

Mr. Larcape. Reports have been requested and will be furnished 
by the Corps of Engineers and other departments concerned. 

General Cuorrentne. It may be that they have already been started, 
I do not know, but until they have been cleared I could not officially 
state to this committee our position on them. 

Mr. Larcapr. You may proceed and testify with respect to H. R. 
1642. 

General Cnorrentne. For the information of the committee, there 
are two things involved here: (1) Remedial works, which is under 
the treaty, and (2) development of power. 
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To date we have had appropriations approximating 5455,000 with 
which we have prosecuted the studies in connection with the remedial 
works and the power development. Those studies are Stl il] unde rway. 

I want to state that the Corps « of Engineers and the Army favor 
very muec h the pe ag ent of the power at Niagara and the Corps 
of Engineers is ready, willing, and able to proceed as directed by 
the Congress with the work. 

Colonel Schull, the district engineer at Buffalo, who is in direct 
charge of the studies going on, is here and will make an explanation 
in detail of the elements of the sehent, 

Mr. DonpI RO. R oht al that point, is it nota nee that either one or 
two of these bills provides for the development ¢ rf mat powel by pri- 
vate enterprise and the bill you are going to talk on 1s for develop- 
ment of power by the Government ¢ 

General CHORPENING. I believe that is correct, sir: and, of course, 
we are going to talk about the details of the development which would 
probably be followed whether it be done by the Government or be 
clone by some other agency. 

Mr. McGrecor. May I inquire, Mr. Chairman / 

Mr. Larcape. The gentleman from Ohio. 

Mr. McGreoor. You are recommending cleve lopment by the Fed- 
eral Government in preference to development by private capital? 

General CHorrentnG. I am saying this, sir, that the only bill that 
has been officially reported on to date we have not vet been called 
upon to comment on the others—is H. R. 1642. The Department of 
the (rmy favors that bill. Until we offi ‘rally comment on the others, 
I cannot make any statements at this time. 

Mr. DONDERO. I was not quite finished. At that location the Fed- 
eral Government hi is never de ‘ve _ «l any water power ¢ 

General CHorreENinG. No, s 

Mr. DonpeEro. It. has all Slee done by private enterprise an pl ivate 
money ¢ 

General CHORPENING. That is right, sir. 

Mr. Donprro. Do you know of your own knowledge that private 
enterprise stands ready to develop whatever power Is available there 


now by reason of this increased water diversion ? 

General Cuorrentna. I have understood that that is true, sir, and 
I believe there are other witnesses who are going to be here today who 
will develop that. 

Mr. Donvero, This is a straight out-and-out power project. There 
is no reclamation, flood control, or anything else involved except 
power ¢ 

General (HORPENING. And the remedial works which are required 
for preserving the scenic beauty of the falls: yes, Sir. The power 
development will also affect the existing Federal navigation project 
in the Niagara River; close coordination must be maintained between 
power and navigation to prevent damage to the latter. 

Mr. Larcape. General, is it not a fact that the Corps of Engineers 
has appeared before a Senate committee on this particular legisla- 
tion ¢ 

General Cuorrentnea. That is correct, sin 

Mr. Larcapr. And a similar bill to the one under consideration at 
this time by this committee 4 

General CHorrenine. Yes, sir. 





re 
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Mr. Larcapr. You miay proceed, General. 

General CHorreninc. Unless there are further questions, I propose 
now to turn over the presentation of the project to Colonel Schull and 
I would like to be excused to appear before a Senate committee. 

Mr. Larcapr. Thank you very much, General. We appreciate your 
coming this morning. 

The committee will now be glad to hear from Col. Herman W 
Schull, Jr., district engineer, Corps of Engineers, Buffalo, N. Y.. 


where this project is located. 


STATEMENT OF COL. HERMAN W. SCHULL, JR., DISTRICT ENGINEER, 
CORPS OF ENGINEERS, BUFFALO, N. Y. 


Colonel Scuvutn. Mr. Chairman, I have prepared a written state 
ment which has been distributed to the committee and an prepared to 
speak orally on the general features of the project, which I would be 
glad to go ahead with at this time. 

Mr. Larcapr. I think the committee would be glad to have you make 
an oral presentation rather than read a prepared statement. The 
statement that you have will be included in the record at this point. 

(Prepared statement of Col. Herman W. Schull, Jr.. is as follows:) 


STATEMENT ON NIAGARA RIVER POWER DEVELOPMENT 


(Col. Herman W. Schull, Jr., United States district engineer, Buffalo. N. \ 


SECTION | 
Gl tAI. DESCRIPTION OF THE FALLS A Sc} SI 
The Niagara River, 36 miles long, carries the v: of he ve 
Great Lakes over and through the Niaga escarpime vl | I 
Erie from Lake Ontario. The flow is extremely eudy and dependable due 
the extensive storage nthe Gi il ] ke s\ el ! 1 I "> I 
record, the annual flow of the Niagara River is expected to average 197,000 « 
feet per second. Average n hiy flow is 24?) 
cubic feet per second and rarely drop below ; f 160,000 cubic feet p 
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The 1909 treaty permitted permanent diversion for power purposes from the 
Niagara River above the Falls of 20,000 cubic feet per second in the United States 
and of 36,000 cubic feet per second in Canada. 

In 1925 and 1926, the two Governments were concerned over the deterioration 
in scenic effects at the Falls resulting from erosion and diversion of water and 
arranged for an extended investigation into the preservation of the scenic beauty 
of the Falls and an analysis of all contributing factors. A Special International 
Niagara Board was constituted to carry on this investigation. The report con 
taining the conclusion and recommendations of the Board was submitted to 
Congress and to the Canadian Government in 1930 and printed as Senate Docu- 
ment No. 128, Seventy-tirst Congress, second session. The Board recommended 
the construction of certain remedial works as an initial program and an experi- 
mental additional diversion of 20,000 cubic feet per second, and stated; “It is 
expected that beneficial results of the initial works will be so apparent, and that 
the injurious effect of the experimental withdrawal of an additional 20,000 cubic 
feet per second for power purposes will be so small that a corresponding revision 
of the treaty limitation may be immediately possible.” 

In consideration of the critical need for additional power, the two Govern- 
ments agreed to construction of a portion of the remedial works recommended 
by the Board and agreed to additional temporary diversions of water for power. 
Under various temporary authorizations made from 1940 to 1948, the diversions 
were increased to 32,500 cubic feet per second in the United States and 50,430 
cubie feet per second in Canada. The Canadian diversion was exclusive of an 
additional diversion of 5,000 cubic feet per second compensated for by the diver- 
sion of a like amount from the Hudson Bay Basin into Lake Superior and ex- 
clusive of a temporary diversion of 2,500 cubie feet per second via the Welland 
Canal during the nonnavigation season. These diversions are the maxima which 


an be utilized by the existing completed power plants. 


Secrion II 


THE TREATY Ol! 0. ITS PURPOSI Vp 2 
Last vear, under the impetus of the critical need for additional power, the 
\ Governments negotiated nd ratified the trea yf 1950, governing the uses 
of Niagara River iter includin water tor pe er purp . Chis treaty differs 
rom the 1909 treaty in that it fixes certain minimum fl of water for the 
eenie spectacle ind permits the use of wate! ! é - { the I imum not 
requl for d est nd sanitary purposes al r the service of navigation 
for pows pu ‘ wl ] il re ‘ I flow over Niagara Falls to 
t () (uM? eet T ‘ nea h a ‘ Ra m 
ail 1 nil ) ‘ ‘ I ne! d 
‘ \ I Ap l 1 en y I usive, 
| 0 eet m s of 
. ! ‘ ri 1) l lh th 
L ¢ eu! ~ ( ) b oy ! h dates 
I Ss r I I OOO fay’ per ‘ ‘ ‘ nini- 
] | 
) ) ‘ wi j 

. i I he \\ ! I ity 
\ divided 

’ } Ee G ‘ its 
( j ssible to d OOO tf O00 his eet 
ye } ‘ lil 0 } r t he 
l I ad ° al iverage ad ) yw) ib ‘ t 
er sé ad ad 1 tl 85.000 eubie f ‘ r tl ne! " 
I I t ’ I tl ons ¢ ect reat Of the 45.000 enbie 
t pe second increase in ] ver dive! ; P00 eu ‘ 1M nd ould 
i Lia ‘ he Unit state ‘ t tive ve | nal plant 
acilities are ! 1 t L1 Zé The | n I ! ( iu- 
thorize the construction of new facilities to ut lize the dd nal waters allo- 


cated to the United States for power purposes. 
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The 1950 treaty also provides for completing the remedial works, which are 
necessary to enhance the beauty of the Falls in accordance with the objectives 
of the Special International Niagara Board. The Board recommended works 
to redistribute the water so as to produce an unbroken crestline on the Falls, to 
cover the flanks of the Horseshoe Falls and increase the flow over the American 
Falls. ‘The Board reported that the construction of submerged weirs and co- 
ordinated excavation in the rapids above the Horseshoe Falls would redistribute 
the water to obtain an unbroken crestline without detracting from the color 
effects of the heavy flow at the center of the horseshoe. The Board reported 
also that the lack of volume of the American Falls and Rapids and the flow 
around Three Sister Islands could be remedied by raising the level of Grass 
Island Pool by construction of a submerged weir upstream from the head of 
Goat Island. Construction of the weir started in 1942 as an emergency measure 
to augment the generation of power and at the same time improve the scenic 
spectacle. This weir was completed in 1947 and has produced both desired re- 
sults. The works for the redistribution of water to secure an unbroken crest- 
line and to cover the flanks of the Horseshoe Falls bas not been done, 


SecTIon III 
DESIGN OF REMEDIAL WORKS 


In the treaty of 1950, the two Governments agreed to request the International 
Joint Commission to make recommendations as to the nature and design of 
such remedial works as should be constructed. To carry out this assignment 
the Commission constituted an engineering board of two American and two 
Canadian representatives. Preliminary analysis of the remedial works disclosed 
that a hydraulic model of the Niagara River was needed as a basis for design. 
The Engineering Board decided to construct a hydraulic model of the river from 
the Falls upstream to Lake Erie. The Engineering Board also decided that 
in order to design the remedial works, a hydroelectric investigation was es 


} } } ¢ 





sential to establish the basic layout and preliminary design of power facilities 
for full development. Power studies had to precede the design of remedial 
works since diversions of water for power and flow over the Falls are closely 
related. The location and capacity of intakes for additional power diversions 
and the effect upon the Falls and remedial works could be dete: ned only by 
an analysis of plans of power development 

The Engineering Board called upon the staff of the Buffalo District of the 
Corps of Engineers and of the Ontario Hvydro-Elect: Power Commission to 
perform the necessary field work and to prepare the plans Phe nstruction 
of the model has been completed The ad tment of the mode his been 
substantially accomplished and a testing prograt - procress The Eng 
Tet ne i> rd pre ! } s that it vi t | 4 i l 
menda Ss rconsk O! the Inte ( \ ~ 


I would like ! th vou briefly the p \ ! i 
River Vv in « ten i constru ! I fit ‘ i levy l 
ment of hydroelectric power tor place at Niagara S more than 50 years 
aco, The Adams Station on the Un d States’ side \ nst! if ) ore 
the turn of the century and furnished the electric power for the firs ong 
distance transmissions of electric energy This station vated above tl ids 
has an installed capacity of 80,000 kilowatts and continnes in operation Che 
generators are mounted over wheel pits 135 feet deep and the turbines discharge 
into tailrace tunnels emptying into the Maid-of-the-Mist Pool below the Falls. 


lant was built on the Canadian side an 


A few years later, the Rankine } i 

the same capacity and is similarly designed. The present development of the 
Falls consists of the following plants, with the following capacities and 
characteristics. 
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canals to a 1,0S0,000-kilowatt plant in the gorge adjacent to the lower Niagara 
plant This development is designated the Conners Island-Lewist« init In 


periods of extreme low flows, water available for this development would be 
sufficient to operate only a small part of the installed capacity of the Conners 


Island-Lewiston unit and consequently its dependable power would be sma In 
order to firm up the capacity and to secure close control of the water near the 
generating plant, the Bureau of Power included a storage reservoir to be built 
on the escarpment about 1 mile east of the power plants. Since this ea i 
higher than the river at Conners Island, the storage of water would require a 
pumping plant of about 575,000 horsepower \ large portion of the energy ex 
pended for pulnping would In recovered Wiel The “ater was released through 
the pumps which would be designed to act as turbines as well as pumps Phe 
reservoir and pumping plant, toge ther with the ecessary waterway connecting 


the reservoir and the Conners Island-Lewiston unit, is designated as the pumped 
storage unit. The unit would permit the storage of waters available for diversion 
during the night hours for use during the next day when power demands 


greatest. The Bureau also pointed out the possibilities, subject to an investig 
tion by an international body, of constructing control works in the Niagara Rive 


¢ 


near the outlet of Lake Erie, which could store waters not needed for power on 
week ends and holidays for use during the following weekdays 


POWER STUDIES BY THE CORPS OF 1 Ni is 


The staff of the Buffalo district of the Corps of Engineers is now engaged in 
reviewing the plan presented in the report of the Bureau of Power in the light 
of the 1950 treaty which authorized somewhat different diversions than those 
assumed by the Bureau. The results of tests completed to date on the hydraulic 
model indicate that a reduction of the flow over the Falls to 50,000 cubic feet per 


second is accompanied by approximately a 3-foot drop in the level of the pool 


at the head of the rapids and decreasing drop in the level of the river proceeding 
upstream to Lake Erie. The decrease in river level would be about 1 foot at 
Tonawanda, the downstream limit of deepdraft navigation d abou fentl 
fa foot at Lake Erie. Tests also indicate that there is a disproportionate reduc 

tion in flaw over the American Falls where the combined flows ove the two 
falls are less than 100,000 cubic feet per second Considerable hoals re ¢ posed 
in the rapids and in the pool above, greatly increasing the chances for the forma 


tion of ice jams which might cut off all flow to the American Falls 
From the viewpoint of pow 


| er development, the foot reduction i eve mean 


a $-foot loss of head to all plants with intakes above the rapids, a reduction in 


capacity of existing canal waterwavs, and increased difficult during ice 1 
on he river The treaty requires that the flow over the Falls be at least LOO.) 
cubic feet per se ond during daylight hours of the tourist season and 50,000 during 
the night hours This involves a twice-a-dav change it e rate « versio? 
ind an accompanying change in the river leve It was f ' ) ests on the 
model that these changes could not e tiade inst: tianes \ , we ad ‘ 
several hours in lving a substant | Sof wate Powe aut { hie ry 
period 

\ possible sc ion to overe« i t hens dverse ¢ ‘ ly Oo} 
gated compensating ru "¢ head of the nids | P ire 
De ned so as not to disfigure ( inal beauty « e os “ 

truct could regulate the div ’ f flow to PF \ | } 
river at uniform level during the vier v el or W ‘ 
regulite the ver level to conf he presen i eus ( ‘ | 
structul properly ope ted, 1 d gulate the d S of the N . 

1m il most benefi i ‘ ‘ 1) ‘ ‘ 
of the ] Is: navigation: and we ‘ sis 
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kilowatts in the nontourist season and 94,000 in the tourist season and will pro- 
duce about 0.7 of a billion kilowatt-hours annually. These figures compare with 
120,000-kilowatts of dependable capacity and 1.0 billion kilowatt-hours of energy 
as estimated by the Bureau of Power. The Bureau of Power's estimates of ca- 
pacity and energy can be approximately attained if water is gathered directly 
from the tailrace of the Schoellkopf plant into an afterbay and conducted to the 
powerhouse by tunnel without using the Maid-of-the-Mist pool as a portion of the 
waterway. This plan would involve additional costs for constructing 1 mile of 
additional tunnel and an afterbay at the Schoellkopf plant. No analysis of this 
unit has been made to date. 

Sufficient progress has been made on the review of the Conners Island-Lewiston 
unit and pumped storage unit to concur in general with the plan as outlined by 
the Bureau of Power; however, variations in the plan are under consideration, 
such as placing the storage reservoir on Grand Island where the amount of 
pumping would be less and where there is perhaps sufficient undeveloped area to 
provide storage of waters not required for meeting reduced power demands on 
week ends for use to meet the higher demands on the following weekdays 

Also under consideration is the use of unlined, uncovered canals for conveying 
water from Conners Island and from the reservoir to the powerhouse. Prelim- 
inary estimates indicate the uncovered unlined canals from Conners Island to 
the powerhouse of the required size, and capacity would be less expensive than 
equivalent lined canals or tunnels 

In addition, as | mentioned earlier, it has been found that gated compensating 
works at the head of the rapids are required Chis structure would span the 
entire river and would consist of sections with fixed crest and sections with 
drum or other suitable type of gate. The structure might be entirely submerged 
except for the operating house which could be located on either shore or on a 
southerly extension of Goat Island. Operations would involve opening or closing 
gates to vary the discharge past the structure without changing the level of the 
pool upstream. Fixed low sections would be of such size as to pass 50,000 cubic 


feet per second, the minimum required by the 1950 treaty he locaticn of these 
fixed low sections and the schedule of gate on ngs for higher discharges would 
be such as to contribute to the desired distribution of flow at the crest of the 
Falls 
SEcTION VII 
ESTIMATES OF COST 
Esti f e being prepared for varior f © project 
{ rps ea I f inate of the over-a i! e g i his t 2, 

since n est ite U ower Niagara uni I I if }’ ll y ¢ 

ites hay Pen de of the Conners Island-Le | ed e units 
i ed ¢ he j capaecit ~ nt I n bu ya 
single nlined I l vered canal headrace | ‘ t 260 
OHOO.000. | om 1) rice le | If the Bure P t re 
low N 7 | LOL 7 | t] T j 

‘ he ens ng ( 
P i OOO.O00 for tl roj t 
} ) ; ’ Sy hay so he 
} ‘ \ , he S200 rhes . 

ine ad the ft. } 1 S4656.000.000 for ? . ? } f 
cluding trans! SI would be S18.750.000 for t ean: 1 sv , ”) for 

et pint Co f t nsmis 1 rm r e f ‘ ‘ 
atic f the proj but would n ! 1 Fed i | I £ 
eonsidered at his time The 846.000.0000 estil ¢ t trn { 
lines covers only the additional main transmission lines from the project to the 
market cente! equired to transmit power which c dt ‘ irried on ¢ ng 
lines. 

Che estimates of the Bureau of Power for the dependable capacity and energy 
production for the lower Niagara, the Conners Island-Lewiston, and pumped 
storage units are 952,000 kilowatts of dependable capaci y and 7.8 billion kilowatt 
hours of energy This power is valued at $58,200,000 annually Che annual 


value of the power produced less all annual charges other than amortization for 
the tunnel plan gives a net of $40,500,000. This amount would repay the cost 
of the project in 11 years. The benefits-cost ratio for the entire project would 
be 2.7 to 1. 
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As to further economic justification all the electric power that can be produced 
here is urgently needed in the northeastern United States and this power can be 
produced at a cost far below the cost of generation by any other means. I be 
lieve the plans of the Federal Power Commission are well conceived and the 
estimate of cost therein is sound on the basis of data available at the time of the 
report. Refinements of design and closer estimates of cost will be made in the 
course of the study currently being conducted by the Corps of Engineers. Further 
investigations with the assistance of a hydraulic model have shown the need for 
compensating works at the head of the cascades as previously discussed. It is 
probable that the lower Niagara unit will require an afterbay and an extension 
of the headrace tunnel to provide direct connection with the Schoellkopf tai 
race. These two items are modifications which can be accomplished if subse 
quently found necessary, within the scope of the project as proposed in the legis 
lation under consideration. 

It should be stated at this time that the Bureau of Power's estimate of in 
stalled and dependable capacities were conservatively estimated based on da 
regulation to be accomplished by the pumped storage unit Studies are under 
way to determine the feasibility of obtaining weekly regulation by considerably 
larger storage reservoirs on Grand Island and on the escarpment near Lewiston 
Should weekly regulation prove to be feasible and economically sound a con 
siderably larger installed capacity would be justified 


Section VIII 
CONSTRUCTION SCHEDULE AND FUNDING PLAN 


If the project is authorized and funds made available, it would require about 


1 year to complete planning to a point where construction can begin. It should 
be pointed out that all detailed planning for the project cannot be completed i 
1 year. Preparation of construction drawings for the powerhouses must awa 
the award of contracts for manufacture of the turbines and the furnishing of nec 
essary dimensions from the manufacturer. Construction drawings can be com 
pleted about 14% years after the appropriation of sufficient construction f Is 
for the purchase of the turbines. Power from the first generating unit can be put 
on the line in 5 years and the entire project completed nabout 7 years 

Colonel ScuttL. Mr. Chairman, I thought I would begin with the 
general de ‘scription of the area. As you are probably aware from 
your visits to the Niagara Falls area earlier this year, the project is 
located on the Niagara Rive 4 which connects Lake Erie and Lak 
Ontario. The Niagara River has an average flow of about 200.000 
cubic feet a second. lt tag a very dependable, steady flow be 
of the very large drainage area of the four Great Lakes behind it. 

The maximum flows occasionally reach 240,000 cubic feet a s 
and the minimum flows 1 arely crop below 160,000 cul reet 

Th river is SO] 1e 36 mile long and the project tsell located 1 
the Falls, which are some 2? miles north of Buttalo. Butlal 
Lake Erie are at this point [indicating]. The Niagara River flows 
through a single channel at this point and drops 4 or 5 feet here at 
Fort Erie. and then divides into two chan Is, the Can lian ¢ \ e] 


and the American Channel, separated by Grand Island. 

The river then comes together at the lowel end of Grand Island 
and forms the Grass Island pool which covers some four or five t 
sand acres, That is an important part of the river because the p: 
posed power developments are going to take water from that pool. 

The Grand Island pool is at the head of the cascades. There are 
two cascades, the American and Horseshoe cascades, separated by 
Goat Island at this point [indicating]. 

The American cascades normally carry about a tenth of the water 
that the Horseshoe cascades carry. 
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Between Buffalo and the top of the cascades above the Falls the 
river drops about 5 feet. There is a navigation channel in the Ni 
agara River [indicating]. In order to pass the navigation around 
the fast water at Fort Erie [indicating] there is a ship lock and ship 
canal here. This navigation project calls for a 21 foot depth from 
Buffalo to North Tonawanda, which is the terminal of the New York 
State barge canal. 

Beyond North Tonawanda there is a navigation project to Conners 

Island in the Grass Island pool, which is used for carrying certain 
commodities. 
- I mention this because the development of the powel project does 
have an effect on navigation which will be referred to later. The fall 
of the river from the top of the cascades to the crest of the falls is 
about 50 feet. The water then enters the Maid-of-the-Mist pool, 
which extends to about a mile below the falls, that is to a point below 
the International Bridge. 

From this pool the water cascades for 6 miles through the lower 
cascades, passing on this trip through the whirlpool where it pauses 
momentarily and then plunges down through the rest of the cascades 
to Lewiston. 

From the Grass Island pool to Lewiston at the foot of the cascades 
there is a drop of about 310 feet. There is 50 feet in the cascades 
above the falls, 160 feet in the falls and then 100 feet in the lower 
cascades. That is the available head for power development. 














18 NIAGARA POWER DEVELOPMENT 


The scenic spectacle at Niagara Falls has attracted tourists from 
the earliest years of the nineteenth century. The water power has 
attracted industry, and in the early part of the nineteenth century 
unrestrained development of the falls did much to disfigure the scenic 
spectacle. 

Industries grew up along the banks and discharged small quantities 
of water into the lower Niagara River. Amusement stands were built 
up on both sides. Toward the end of the nineteenth century the State 
of New York and the Province of Ontario established park systems 
on both sides of the river. This did something to repair the damage 
to the spectacle. However, the power companies were still taking 
water for power, which subtracted water which would normally go 
over the falls. 

This matter was corrected to some extent in the United States by the 
Burton Act of 1906 in which the Federal Government assumed juris- 
diction over the Niagara River to the international boundary and 
halted further diversion for power purposes. 

The Canadian Government and the United States in 1909 entered 
into a treaty 1n which quotas of water were set aside for the use of 
power. ‘Twenty thousand cubic feet a second for the United States 
and some thirty-six thousand cubic feet a second for Canada. 

The critical need for power and the need for preserving the spec- 
tacle led both countries in 1929 to establish the special International 
Niagara Board, which was requested to study the Niagara Falls spec- 
tacle and make reports on what ought to be done to improve it. 
This board made an exhaustive study. It was composed of engineers 
from both the United States and Canada, and made a report in 1929. 

The board found that the falls were deteriorating in appearance for 
several reasons: The diversions of water for power had reduced the 
flow over the American falls and had caused the flanks of the 
Canadian falls to be bare and unsightly, at low flows of the river. 

The board proposed to correct the situation by two main steps. 
The first proposal was for the construction of a rock weir above the 
cascades and at the foot of the Grass Island pool. This weir was to 
raise the level of the Grass Island pool approximately | foot in order 
to divert more flow to the American falls. 

The second proposal was the construction of a system of excavations 
and submerged dams, or weirs, in the Canadian cascades at such points 
as to divert water from the deep central streams in the cascades to 
the flanks, which were bare of water and unsightly. 

Nothing was done about those proposals until the Second World 
War accentuated the need for power. By agreement between the two 
Governments it was decided to construct the rock weir recommended 
by the special International Niagara Board. This was done. The 
weir was completed about 1947 and successfully raised the level of 
the Grass Island pool. About a 50 percent greater flow was thereby 
diverted to the American falls, greatly improving its appearance. 

However, the second recommendation for the covering of the flanks 
of the Horseshoe Falls was not carried out at that time. 

Following the construction of the weir to which I referred, the two 
Governments, as an emergency measure, resolved to increase the power 
diversions from the 20,000 for the United States, and the 36.000 for 
Canada, which I referred to earlier, to approximately 32,000 cubic 


feet a second for the United States and some 52.000 cubie feet a second 
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for Canada. These diversions continued on that basis until the 
treaty of 1950 was agreed to by the two Governments. 

The treaty of 1950, which was agreed to last year and which is the 
basis of the power development under discussion here, provides for 
giving the highest priority to the scenic spectacle. It provides certain 
stipulated flows that the falls must have during the tourist season and 
during the nontourist season. 

The treaty provides that the falls shall have, during the tourist 
season, not less than 100,000 cubic feet a second during the day, and 
not less than 50,000 cubic feet a second during the night, and during 
the night and day of the nontourist season. 

The treaty provides that the excess flows over and above those re- 
quired by the falls for the scenic spectacle will be divided equally be- 
tween the two countries for power development. These are the flows 
that are available for the project which we are now discussing. 

The treaty also provides for the construction of the remedial works 
to accomplish the objectives of the Special International Niagara 
Board, which I have referred to. 

The International Joint Commission, when it received the directive 
to design and construct the remedial works, established an engineer- 
ing board to prepare plans and designs. The Corps of Engineers was 
asked to assist the engineering board and that is why the corps initially 
undertook the study of the Niagara River redevelopment. 

It became apparent early in the study of this project that it was 
necessary to consider, power development if remedial works were 
going to be designed, because the power facilities and the remedial 
works were closely interrelated. It was essential to the design of 
remedial works that the full development of the United States’ side 
for power be planned, in order to determine what the effects of power 
divisions would be on the falls themselves, and on any proposed 
remedial works. 

The Board decided to base their design of remedial works on a 
hydraulic model. This model was to include the Niagara River from 
the crest of the falls at this point here [indicating] to Lake Erie, a 
distance of some 22 miles. That model has now been constructed at 
the waterways experiment station at Vicksburg. Adjustment is sub- 
stantially complete and the initial tests on the model are now being 
run. 

The International Joint Commission has requested a report in April 
on the design of the remedial works. ‘Those designs are being worked 
on at the present time and being tested on the model at Vicksburg. 

For a full understanding of the project, I would like to review 
briefly the existing power developments as we have them now on this 
larger-scale chart. To explain the chart, this is the city of Niagara 
Falls, New York. Niagara Falls, Canada, is on this side. The 
Canadian falls are here and the American falls are here | indicating}. 

This is Goat Island which separates them. The upper cascades are 
here and the American cascades here | indicating }. 

The Grass Island pool to which I referred is in this area here 
[indicating ]. 

The initial power development at the falls took place about at the 
turn of the century with the construction of the American Adams 
station, which is an open-wheel pit type, with the turbines mounted 
some 135 feet below the surface of the pool with a tunnel to carry 
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the water from the turbines to the foot of the falls at this point. 
The generators, of course, are at the ground level and are mounted on 
the ends of very long shafts extending from the turbines. This station 
went into operation before the close of the last century and demon- 
strated for the first time the possibilities of long distance transmission 
of electric energy. It was the first time in the world that energy was 
transmitted to a great distance from a major power installation. 

A tew years later a similar plant of almost identical desion was 
constructed on the Canadian side at this location [indicating]. This 
was an open-wheel pit type with a tailrace tunnel which discharged 
below the falls. 

Mr. AnGcetn.. What isthe capacity of those plants ¢ 

Colonel Scut LL. Righty thousand kilowatts operating at consider- 
ably less than the total head available, which is about S10 feet. 

Mr. Donprero, Those are privately owned / 


Colonel] Schull. Yes, they are privately owned plant ; This one 
on the Canadian side was built with American capital and is owned 


by United States Interests. 

' These were followed in succession by the Ontario hydroelectric 
plant. This was located below the falls and used a pressure tunnel to 
conduct the water from the Grass Island pool to the power plant. 
This plant hasa capacity of 138,000 kilowatts. 

Construction of that plant was followed by the construction of 
the American Schoellkopt plant, which is located at the edge of the 
river in the canyon or below the vyorge in the falls. The water to the 
Schoellkopf plant is supplied by a canal shown here [indicating |— 
and by a tunnel which also takes water from the Grass Island pool. 
This plant has a capacity of 365,000 kilowatts and uses about 215 feet 
of the head, 

The most efficient development at the falls is the Canadian Sir 
Adam Be k plant which Is located below the lowe} cascades where 
the river flattens out at this point here |indicatn wl, This plant is 
supplied with water by a canal, most of which is not shown on this 
map, but the water enters the head race canal from the Grass Island 
pool at about this point here incdicath |, It woes around the city 
of Niagara Falls in a gravity canal and flows to this point | indicating | 
and then drops some 295 feet to the turbines which are located in 
the gorge just above river level. 

This Canadian plant, Sir Adam Beck No. 1, develops some 373.000 
kilowatts. 

Mr. LarcapE. Part of that canal is unde eround / 

Colonel Scuuuyu. It is all on the surface. It is cut through rock, 
however, but it is not a tunnel. 

There is a tunnel where it enters the penstocks here and goes down 
the escarpment. The American development has been studied a creat 
many years, first by private power interests. and the most compre- 
hensive plan, however, ls that of the Federal Power Commission, the 
Bureau of Power. 

They issued a report in 1949 before the passage of the treaty of 
1950. However, they assumed flows of water that were actually sub- 
stantially those made available later by the treaty of 1950. 

There are small differences in the flows available for power due to 
the fact that the treaty of 1950 actually fixes the hours of the day 
when the flow will be 100,000 and 50,000 enubie feet per se ond over the 
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falls, whereas the Federal Power Commission plan provided flows on 
a sunrise-to-sunset basis. 

The Federal Power Commission plan is essentially as follows: 
It provides for a comprehensive over-all development of the entire 
American share of water made available by the treaty. 

The first part of their plan provides for reusing the discharge from 
the Schoellkopf plant, which enters the Maid of the Mist pool, through 
the entire head available in the lower cascades. 

The head available from the Maid of the Mist pool to Lewiston 
is about 100 feet. The head race provided is a tunnel which takes 
water roughly at this point [indicating] from the lower part of the 
Maid of the Mist pool and conducts it to Lewiston. This plant de 
velops 120.000 kilowatts. 

The main feature of the Federal Power Commission plan is what 
is known as the Conners Island-Lewiston unit. This unit takes water 
from the Maid of the Mist pool at this point and conducts it either 
by canal or by tunnel to Lewiston. The plan shows both methods 
and does not attempt to determine which is the most economical. These 
head races conduct the water to a main plant constructed below the 
escarpment at Lewiston. This main plant has an installed capacity 
of 1,080,000 kilowatts. 

Mr. Donprro. How does the amount of power proposed to be de- 
veloped under this legislation cohipare with the amount of power 
now being developed by private enterprise / 

Colonel Scuuit.. The proposed development here has an installed 
capacity of about 1,530,000, At the present time the installed capa ty 
we have is the Schoellkopf plant plus the Adams Stas station, some 
445.000, 

Mr. Donp! RO, It would be about three times more ¢ 

Colone] SCHULL. Yes, sir. 

Mr. Donp! RO, What is the estimated cost / 

Colonel Scuuns.. The estimated cost of the entire proje t ¢ 

Mr. Donpero. Yes: that is, the power part of it. 

Colonel Scuutn. The Federal Power Commission estimated about 
300 million, if the canal scheme were used. This is a canal scheme 
shown swinging out around Niagara Falls. If the tunnel scheme 
were used, the estimate is about 350 million. 

Mr. DonpI RO. That is shooting the water down through tubes, 
underground ¢ 

Colonel Scuvtn. Through tubes or tunnels. 

Mr. Donprero. The same as at the Schoellkopf plant ¢ 

Colonel Scnutn. Yes, sir. 

Mr. Donprro. That water is conducted by tubes underground ¢ 

Colonel Scuutn.. Yes, by tunnels from this point | indicating]. 

Mr. ANGeLL. Does that take all the available water under the treaty 
with Canada ¢ 

Colonel Scuuty. The Federal power plan of development will take 
all the available water under average flows of the river. 

Mr. Donpero. In that 300 million, are you contemplating the cost of 
the scenic phase of the Falls ¢ 

Colonel Scuvunyt. That is not included. 

Mr. Donpero. What will that amount to? 

Colonel ScuuLtyt. We do not have an estimate completed at this 
time. It will probably be in the neighborhood of $10 million. 
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Mr. Donpero. May I ask whether or not at any time during the 
negotiations either under the treaty or in the planning of the work 
under consideration in these bills, was private enterprise at any time 
invited to submit a bid? 

Colonel Scuu.y. I think private enterprises have made applications 
for licenses. 

Mr. Donpero. They have a license now to produce about 445,000 
kilowatt-hours ? 

Colonel Scuutn. Yes, sir. 

Mr. DonpD! RO. What agency would operate this development if it is 
granted ? 

Colonel Scuui.. Each of the three bills under consideration makes 
provision for operation of the power plants in a somewhat different 
way. 

Mr. Donpero. I notice in the bill Mr. Roosevelt has introduced that 
the proposal is to transfer it to an agency of the State of New York. 
Is that correct ? 

Colonel Scuuty. That is correct. 

Mr. Donpero. That same proposal, I think, is before us on the St. 
Lawrence seaway. ‘They are similar in that respect; they go toe the 
power authority of the State of New York ? 

Colonel Scuuty. Yes, sir; I think so. 

Mr. Donpvero. The Federal Government would simply invest the 
money and then turn it over to the State of New York by some ar- 
rangement whereby the money would be returned to the Federal 
Government ? 

Colonel Scuutn. Yes, sir. 

Mr. McGrecor. Colonel, would this new plan jeopardize the instal- 
lations now owned by private capital further down the river? 

Colonel Scnvutn. Further down the river ? 

Mr. McGrecor. That is right. 

Colonel Scnutyi. The Schoellkopf plant— 

Mr. McGrecor. It would be up the river, I think. In other words, 
you told us about the private capital investments in effect now. If 
you go through these tunnels, as you recommend, will that jeopardize 
any investments by private capital or Federal by taking water from 
them that they are now using? 

Colonel Scnutt. I will answer it this way: The plan of the Federal 
Power Commission provided for retaining the Schoellkopf installa- 
tion, but it also provided for the retirement of the obsolete Adams 
plant, which only utilizes a fraction of the head. This Adams plant 
is actually being operated with waters gained under an emergency 
license. 

Mr. Donpero. May I inquire whether or not the needs of the people 
in that area are now being provided for by the power now being 
developed ¢ 

Colonel Scuuty.. Studies of the Federal Power Commission have 
shown that the new power to be developed here will rapidly be 
absorbed. 

Mr. Donpero. There is a market there for it? 

Colonel Scuutn. There is a market for it. 

Mr. Donpero. Would this in any way conflict or have a tendency 
to put out of business the private investments made in the power plants 
existing at the present time? 
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Colonel Scuvuty. I think it would not. 

Mr. Donvero. 1 ask that because the Government proposes to sell 
this power more cheaply than the private interests can product it. 
How will that conflict with the rates charged by private enterprise 
now in that area ? 

Colonel Scuuuu. The rates at which this power is sold would de- 
pend on the New York Power Authority and the arrangements under 
which the project was turned over to them. 

Mr. Donvero. The claim is made that the Government, of course, 
will produce this power more cheaply and sell it to the people more 
cheaply than private enterprise can do it. I recall in a previous hear- 
ing before this committee one of the members of the New York Power 
Authority admitted that if private enterprise were relieved of taxes 
they could do it as cheaply as the Government could do it. 

Mr. Macrer. May I ask you whether vou are here representing 
private power interests? Is that what you want this public to 
understand ¢ 

Mr. Donprro. I want this public to understand that I do not own 
one share, and do not have a dime in any public utility, but I am 
here trying to defend that system of government which has made this 
country what it is, as against the socialistic proposals before us. 

Mr. Macerr. I want to say to you that I am not willing to spend 
the taxpayers’ money to turn over something to the private power 
interests of this country. If you want to go on record otherwise, that 
is all right. sir. 

Mr. Donvero. Of course I challenge that statement. 

Mr. Macer. I can give you the figures. 

Mr. Larcape. Of course, both of you gentlemen are entitled to your 
opinion. I suggest we proceed with the hearing. 

Colonel ScuutL. To summarize the Federal Power Commission 
plan, it provided for this lower Niagara unit which will provide for 
120,000 kilowatts. It provided for a main unit that would have an 
installation of 1,080,000 kilowatts here at Lewiston. 

Now, this installation at Lewiston would have very little of what 
is known as firm power if no further features were added to the 
project, because the available flow sometimes drops to as low as four 
or five thousand cubic feet a second that could be used through the 
main Lewiston plant. 

The Federal Power Commission decided on construction of a storage 
reservoir located at this point above the escarpment. ‘This storage 
reservoir would be used to hold the additional flows available for 
power purposes at night. 

As you recall, the treaty provides for some 50,000 cubic feet a second 
going over the Falls at night, and 100,000 in the daytime. That 
makes a difference of 50,000 cubic feet a second available for power 
at night. So the Federal Power Commission plan provided for 
pumping this extra 25,000 cubic feet a second available to the United 
States into a pump storage reservoir and holding it to use for peak 
load periods during the daytime. This was known as the pump 
storage feature of the plan. 

This pump storage feature would develop approximately 130,000 
kilowatts. The total installed capacity in kilowatts would be the 
sum of the 120,000, the 150,000, and 1,080,000 in the Federal Power 
Commission plan, 
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The ¢ ‘orps of Engineers’ studies commenced with the Federal Power 
Commission plan and used that plan as a basis for further studies. 

Our effort has been to review this plan in the light of the 1950 treaty, 
whose prov isions were slightly different from the assumptions of the 
I’ederal Power Commission. 

Our first notable difference with the Federal Power Commission 
plan arose from the initial tests made with the model at Vicksburg on 
flow conditions in the river under changing power diversions. On 
that model we found, when the flow over the Falls was changed from 
50,000 to 100,00 cubic feet per second, and from 100,000 to 50,000 
cubic feet per second we had a variation of 3 feet in the depth of the 
Grrass Island pool, In other words when the flow of the Falls was 
changed from LOO,OO0O cubie feet a second and reduced to 50,000 cubic 
feet a second, the Grass Island pool dropped some 35 feet. 

Now. this drop in pool level Was reflected as a drop 1h the river level 
all the way back up the river, all the way to Lake Erie, to a lessened 
extent. The drop in the river was 1 foot at Tonawanda which is at 


the head of the 21-foot nav wation channel. 

Another fact discovered in the model tests was that 12 hours were 
required to complete the change in flow from 50.000 to 100,000 over 
the Falls and from LOOQOO b ick to dO.000 again. ( onsequently, there 
was Insuflicient time in the day to make a complete ( yele of change in 
flow. 

In other words, vou could not reduce the flow over the Falls at 5 
o cloek fut night to 50.000 and inerease the flow to LOO,Q00 by 8 o'clock 
the following morning. It was found each change of flow required 
about 12 hours. 

‘ This was a very disturbing indication, because of the reduction in 
head and loss of water for power. The capacity of the intakes was 
reduced, since vou had this drop of 3 feet in the pool level. 

The ice hazard was increased because areas in the Grass Island 
pool normally covered, became bare. 

Mr. Anceiit. May I ask what this project would require in diver- 
sion ? How much water would be diverted under this project ¢ 

Colonel Scuutst. Do you mean under the Federal Power Commis- 
sion project / , 

Mr. Anceuu. Yes. 

Colonel Scut LL. Up to 48,000 cubic feet a second by the United 
States. 

Mr. ANGELL. Have you discussed what effect that would have on the 
pool and on the Falls? 

Colonel sx IIULL. Yes. sir. Under changes In power diversion, you 
would get this drop of 3 feet in the level of the Grass Island pool 
which has such disturbing effects on ice hazards, and on navigation, 
This drop in the pool actually reduces the production of power by a 
very considerable amount. 

Naturally, it was essential to secure some solution to this problem of 
the loss of the head in the Grass Island pool. The scheme now under 
consideration that looks promising includes the construction of a 
compensating works located at this point | indicating |, somewhat 
downstream from the rock weir which I mentioned earlier. 

The compensating works would consist of a dam with both movable 
and fixed crests. The fixed crests would be designed to pass the 50,000 
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cubic feet per second minimum flow and the movable crest sections 
would be constructed to pass the additional flows. 

The dam would be operated in such a way that the Grass Island 
pool would be held at a constant, level, which would obviate the bad 
effect on navigation above in the ship channels, and obviate the diffi- 
culties with ice and eliminate the loss of head and loss of capacity in 
the waterways. Compensating works are under test at the present 
time on the model at Vicksburg. 

Of course, the Federal Power Commission, not having the advan- 
tage of a hydraulic model, did not discover the loss of head which 
takes place in the Grass Island pool. 

Mr. DONDERO. Would you say that the scenic beauty of the Falls 
would in no way be diminished by this project ¢ 

Colonel Scuvu.. I cannot say that, but the treaty gives first prior 
ity to the scenic spectacle and the objective of the International Joint 
Commission is to design remedial works which will give a satisfactory 
spectacle at the Falls and provide an unbroken crest line. 

Mr. Donpero. In other words, the scenic beauty of the Falls comes 
first / 

Colonel Scrrvuny.. It comes first and power takes such flows as are 
available after the spectacle has been provided for. 

With further reference to our hydraulic studies it has been deter- 
mined that the Maid-of-the-Mist pool below the Falls is going to vary 
considerably in level. Instead of having a head of 100 feet, which had 
been assumed in the Federal Power deerme plan, between the 
foot of the Caseades and the Maid-of-the-Mist pool, there would be a 
variation PeSniaen TO feet and 90 feet. 

This variation in head is due to the fact that the flow through the 
Maid oft the Mist Poo] changes by DO.OO0 cubie feet a second. several 
times a day. When the fle ws are reduced through the Maid ot the 
Mist _— the level of the pool drops and there is less difference in 
elevation between the pool here and the level of the river here at 
Lewi iston | indieating | 


This loss of head would reduce the available power. Instead of 
120,000 kilowatts, which the Power Commission had planned for, 
the capacity would drop to somewhere in the vien ty of 99.000 
kilowatts. 

\ method of correcting for this loss ot head Vi h ch is under study 
now includes the construction of what might be called an after bay 
at the Schoellkopf plant, which will divert the water directly into a 


head race tunnel instead of allowing it ee, into the Maid of the 
Mist Pool and therebv lose some of its available he scl, 

Those two additional features in the project will result in some 
adcitional costs which have not heen accurately cletermined. 

Economic studies and cost estimates are still under preparation i1 
the Buffalo office ot the Corps of Engineers. HLlowever, our stuclies 
have gone far enough to show that our cost of the main Conners 
Island-Lewiston unit substantially agrees with the costs of the Federal 
Power Commission. allowing for the increased costs of construction 
in the last few vears. 

We actually are finding that a larger main plant is justified. Th 
stead of L.OSO.,000, 1t las become apparent that an installation of about 
1,296,000 at Lewiston could be justified. 
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The best total estimate of cost available at this time is the estimate 
made by the Federal Power Commission, with the addition of the 
cost of the compensating works and the after bay, and tunnel 
extension. 

The costs are as follows: If the tunnel headrace is used for the 
main plant, the cost is estimated at $390 million. 

If the canal headrace is used for the main installation, the cost is 
estimated at $325 million. 

These costs are without the cost of transmission. That is without 
the cost of the construction of the necessary additional transmission 
facilities, which are estimated at $46 million. 

The estimate of energy to be produced by the installation is 7.8 
billion kilowatt-hours. 

Annual costs with the canal headrace are $18,700,000. 

The tunnel plan costs $21,500,000 annually. 

The cost per kilowutt hour, 2.4 mills. 

The value of the power produced by the installation is found to be 
$58 million. Subtracting the annual costs from $58 million, the 
benefits or net value of power is found to be $40,500,000. The income 
could repay the cost of the project in about 11 years. 

The plans of the Federal Power Commission appear to be well con- 
ceived and will justify the project which they envisage, with the two 
modifications that I referred to; namely, the compensating works and 
the after bay at the Schoellkopf plant. 

These modifications referred to could be carried out within the 
scope of the project provided for in the bills under consideration. 

Mr. Donpero. May I ask the general whether or not there is any- 
thing in the plans of the Government to take over the private enter- 
prise plants already established, as a part of this? 

Colonel Scnuuy. There is nothing in the engineering studies. That 

>in the legislation of the three bills. 

Mr. Donpero. It is not in the legislation 7 

Colonel Scuvuty. It is, I believe, 

Mr. Donprero. To take over? 

Colonel Scuuti. The three bills prov ide for a method of operation, 
each one of which are separate and distinet. 

Mr. Donvero. Perhaps you did not understand me. I am trying 
to determine whether or not there is anything contemplated to take 
over the private investment already made. 

(No response. ) 

Mr. Donprro. All plants there now are operated by private invest- 
ment. 

Colonel Scuutu. Yes, sir: that is right. 

Mr. Donprero. What I want to know is, are they to be taken over 
by the Government in connection with this project 4 

Colonel Scu uu. No, l hey are not. The Schoellkopf plant continues 
to operate. 

Mr. LAR ADE. ] think the bill speaks for itself ] that respect, Mr. 
Dondero. 

Mr. Donpero. There are three bills which are not alike. 

Mr. Mager. Mr. Chairman. 

Mr. ppt DE. Mr. Magee. 

Mr. Macer. May I say for the benefit of the gentleman from Michi- 


evan who] capes dv ic h ore: itinterest inthe private power il nterests 


mate 
* the 
nnel 


- the 
st is 


hout 
ssion 


= 


s 7.8 


to be 
, the 
come 
con- 
> two 
sand 
1 the 
mn. 

any- 
nter- 


That 


ition, 
rying 
_ take 


ivest- 


over 
inues 


, Mr. 


fichi- 
erests 





NIAGARA POWER DEVELOPMENT 27 


in this country, that before TVA went into effect—and I was there 
and I know this to be a fact—private power companies were buying 
power at Muscle Shoals for 2 mills per kilowatt-hour and selling it 
just across the river in Florence, Ala., for 10 cents a kilowatt. 

Mr. Dondero, that is a profit of 4,800 percent. 

Now, if you want to go on record to fight the battle of the private 
utilities, that is your privilege. ‘That is the record. 

Mr. Donpero. Mr. Chairman, may I answer the gentleman ? 

Mr. Larcapr. The gentleman from Michigan. 

Mr. Donpero. May I say this: Private enterprise and not Govern 
ment ownership has built this country. 

Mr. Macer. At 4,800 percent. 

Mr. Donvero. The situation which you cite may be true. I hiave 
not investigated it. 

Lam certain of one thing: The Federal Government has a commi: 
sion to fix the rates of power and the costs and the amount it is sold 
for by the public. Every State in the Union has a similar board. My 
own State has and I am satisfied the State of Missouri has also. 

Mr. Macer. Yes. 

Mr. Donvrro. If those commissions make errors, of course, perhaps 
the public has to pay more than it should. But today, throughout the 
whole country, electric power is being sold at a reasonable rate, not an 
unconscionable rate, and for that reason I do not think the Federal 
Government should project itself into any field where private enter 
prise is willing to do the job. 

If that principle is so holy and desirable, why not extend it to the 
transportation of the country, the mines and the forests and take over 
every other activity of the country. When you do it, the Republic 
of the United States vanishes and we have a socialism state here. 
Communism and socialism have two things in common: Government 
ownership and government control. That is what this proposes. 

Mr. Mager. I would rather be under that than some of these pri- 
vately controlled industries. 

Mr. Donpero. That is just a difference of opinion. 

Mr. Larcape. Colonel, will you stand by for questions from the 
committee. 

Colonel Scuutxz. Yes, sir. 

Mr. Larcapr. At this time, the committee will hear from the chair 
man of the full committee, Mr. Buckley. 

The CHatrmMan. No questions. 

Mr. Larcape. Mr. Angell. 

Mr. Anceti. If the expense of this is borne by the Federal Govern- 
ment, it will then be turned over to the State of New York? 

Colonel Scuutyi. You are speaking of the Roosevelt-Lehman bill? 

Mr. Anceii. That is correct. 

Colonel Scuu.y. I believe the bill provides for a certain procedure, 
the Federal Government and the State of New York have to agree 
on the cost of the project when it is completed and then it will be 
turned over to the State of New York and operated by the New York 
State Power Authority. 

Mr. Anceix. It will be operated by the State of New York? 

Colonel Scnuta. Yes, sir. 

Mr. Ancetx. That is all. 
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Mr. Larcape. The gentleman from New York, Mr. Quinn, any 
questions ¢ 

Mr. Quinn. I have no questions. 

Mr. Larcape. The gentleman from Ohio. 

Mr. McGrecor. No questions. 

Mr. Larcape. Mr. Machrowicz. 

Mr. Macurowicz. No questions. 

Mr. Larcape. The gentleman from New Jersey, or Arkansas, 

Mr. Avcurincioss. No questions. 

Mr. Larcapre. Mr. Magee, have you any further questions? 

Mr. M AGER. No quest ions. 

Mr. Larcapr. The gentleman from California. 

Mr. Scupprer. No questions. 

Mr. Larcapr. Thank you very much for your presentation. 
been very full, complete and interesting. 

Colonel ScCHULL. Thank you. 

Mir. Larcape. The chairman would like to announce t] 
of the Kederal Power ¢ ONWUNISSIOnN is scheduled LO appeal tomorrow in 
order to testifv in connee tion with this project. 

At this time, ] 
chairman has been furnished 
Budget. I think in all fairness, 


It has 


iat an official 


| like to announce to the committee that the 
report from the Bureau of the 
the recommendations should be read 
the Without objection I 


woul 


with a 


in record. 








and the whole report included 
will read the recommendations of the Bureau oft the Budget and the 
entire report will he included in the record : 
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Remedial Works Investigation.” Che fiscal year 1952 Lcd re I | 

an additional $2,000,000 for this purpose for 7 vear 1052 re 

still under consideration by the Congress 

I am anthorized to (lvise you that the resident w d strong favor 
enactme t this me of legislation authorizing the Corps of Engineers to ¢ 
struct the t mower f: ities made possible by the Niagara Trenty nd 
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remedial works required under the treaty as provided in H. R. 1642. The Presi- 
dent also strongly favors provisions assuring widespread distribution of the 
resulting power benefits, protection of cooperatives, public bodies and other 
power customers granted preference under Federal laws, and distribution of 
the power at the lowest possible rates to consumers, especially domestic and 
rural consumers, as provided in H. R. 1642. 


Sincerely yours, ‘ — 
vl EL_MER B. Staats, Acting Director 


Mr. Larcapr. The next witness is a sponsor of the bill H. R. 1642, the 
distinguished gentleman from New York, the Honorable Franklin D. 
Roosevelt of the State of New York, from whom we will hear at this 
time, 


STATEMENT OF HON. FRANKLIN D. ROOSEVELT, JR., MEMBER OF 
CONGRESS, NEW YORK 


Mr. Roosevert. Thank you, Mr, Chairman and members of the 
committee, 

First I would like to read as quickly as possible a prepared statement 
and then I would like to discuss for the benefit of the members of 
the committee my own interpretation of the question of public versus 
private enterprise on this particular project. And so, if my very good 
friend, Mr. Dondero, can refrain from bringing up that subject until 
after I have completed this sti itement, I think then we can have a 
more complete discussion of it in its proper place. 

I appreciate the op portunity 2 iven me by the committee 7” submit 


this statement in support of H. R 1642, the N Niagara Redeve lopm ent 
Act of 1951, which I introduced in the “sang on Jan ary 17. 1951. 
H. R. 1642 is identical with Senate bill 517 which Senator Lehman 


introduced in the Senate on the same date. 

H. R. 1642 IS also identical in its major provisiol Sal d its caf oO ards 
with the original bill which Senator Lehman and I lol] thy ntrodues ad 
in the last Congress on May 3, 1950. in order to carry out the ob] on | 
tions and to obtan the publie benefits of the Niagwa ra Rede velo pme! I 
Treaty 3107 ec by the United States and Canada on Febr ary 97. 1950, 
and approved by the Senate on August 9, 1950, more than a year ago. 


\fter successful negotiations with Canada, this treaty which 


provides the ne preg foundation for the conservation of the 
boundary waters of Niagara R ver, was submitted to the Senate 


by President alia 

HH, R. 1642 would implement the treaty al d authorize construction 
of the project on the United States side of the Niagara River under 
the direction of the Secretary of the Army and under the supervision 
of the ( ‘h ef of Engineers. 

On August 15, 1950, I had the pleasure of testifying before this 
committee on this project and on mi bill which w: as then before this 
committee for consideration. | presented at that time the need for 
this development which would preserve the scenic spectacle at N arcara 
Falls and for new hydroelectric installations with a capacity of 
L2dO.000 kilowatts to reinforce the national defense and to safeguard 
the supply of low cost Niagara energy to urban and rural customers 
paying excessive rates for electric service. With the passig of 
another year, these needs have been not only confirmed but have become 
char: wcterized by an even greater sense of urgency. 

There is a pressing need for every kilowatt of power which can be 
developed in this area, both by steam and by water powel The bu- 


90489 51 _ 








30) NIAGARA 


reau of power indie: 


of 1.5 million kilow 


in t ' 
additional capacity i 
transmission distance o 

The Niagara redeve 


he vicinity of the 


itts 


} 


additional capacity 


POWER 


1 


DI 


1949 that 


Vi 


hy 


\ 


LOPMEN' 


1960 


Niagara project and 


Ohio-Pennsvivania area within economic 


hie 


\ 
{ 


y 


te 


vill 


k lowatts of hvdroelect: ec capacity 


agara Falls. 


the erowth in den 


SO that there must al! 


Whe a stealn powel 

The Niagara pro} 

needed, and shoul 

help meet, alon ow \W 
] 


power snortage while 


i 


bet 
~( 


* 
Ca 


ect 


t} 
til 


HOureaul oft powel precede 


these estimates, due tothe 


nevitable. 
An acute power 


War Il. Since the 


the pea! load. 


} 
1i¢ 


W 


i] 


ld be started 


This A il] ob rusly 


demand 


‘Today Canada, bee: 


! | position to export power to thi 


required 
the peak load. 

The region witha 

the most mportant 
a ] 

Last vear I discus 


Vital war Industri 


\luminum, airplat 


brasives, and chen 


irea accounted for 
: — 


te Compal 
byl } dro le tT! Lay 
New ! sstits 
[ think [might yust 
there ! a Te) } eo 
Viiller bill e Ty ( 
ther 1 definite po 
LD ie he Niagara rede 
Phe proposed Niag 
OHnMWtetlo!l oft tiv {yl 
powell rat velo} mento 
navigation of that riv 
| eClY t - Nia 
Ve } ( | ( 
} ! i t! ( } { 
} ae | ! rect 
7 () \ t+ ( 
fied by the Senate wit 
t ¢ 


oO meet the 


(] 


ference betwee 


shi 


fo. detense product ( 


ordni 


i1- Ww 
ly) (‘o 
Lawre 
ley 


? 
hOTT 


( 


s Niagara 


ot 


rive develope 


} 
i 
i 


for 
{ xpande al. In 1947 the dependable capacity 


a) 


ara proje { 


t 


n the 


powe 


distance o 


] 
(a pro 
I 
1 
hnwtre 
" 
Nel 
ot 
An 
> 
}? Vel 
1] 
VI 
CA 
e t 
the 
f | 
l 
} 
l if 


Niagara are 


There would be a need 
the New York area 


. 1 } 4 . 
“o> MILO} kilowatts of 


ds in the New ( 

| fu hey sta " oft privately 
pacity. 

ana the st. Lawren e pro ect Too are \ tally 
immed tely n roOvernnie cy) t { 
eXpansion 1 private 1} plant capac tv, the 
races us he Northen | é } rf the 
: 4 Korean il | ra ‘ on of 
nereasing demands for defense is, of course, 


World 
ha hot decreased but 
as 13 percent less than 


, : j 
of shortages there. is no longel 
try Clie rea gy wmotunts 
t | dependable capacity and 
[ : 


} i ( ? rt 
} LOOSE ) thot 
| met 
} 
‘ t ( ” | 1 ) 
xy 
( ( i\ ( 
“ry 
i i c 
{ In mil r 








NIAGARA POWER DEVELOPMEN1 ol 


States share of the waters of the Niagara River for the public use and 
benefit and definitely preclur ed the lice) i project | ~ 
undel the Federal Powel (ct. 


jnterests 


When t! = committee held its he ings a year apo dies 
t} row s offered by Witness. 1 
remedial and power works permitted by the treaty ; 
the bill wa onececded oO} the recora, Phe Bure ol » 
hclalf of the President, the Department of State, the Secretary of 1 
Army. the Chief of Engineers, the Federal Power ¢ 
power authority of the State of Nev York . - 
individuals filed reports or test fied support of the pro 
main objective of the bill. 

At the conclusior of the hearings, the president oT 1 N \ 
Mohawk Powel Corp. inserted a letter in the record dated Aug 
1950, outlining the plan of Niagara Mohawk Power to taxe 0 
Niagara Falls for private redevelopment a d to obtam a licens 20 
the Federal Powel Act. s| hereatter, thi New York Powe \ 
submitted a series of amendments which would ive had the effect of 
emasculating the original bill by sti king out its principal sates , 
The letter of the Niagara Mohawk Power Corp. app On | 
79-82 and the amendments proposed by the power authority app 
on pages 86-89 of the hearings of the House Committee on P 
Works. August 16, 1950, Eighty-first Congress, second sé 

The committee 1s cons dering this year, I believe, two acdadit o 
bills. H. R. 3146, introduced by my colleague from New ‘ M 


Miller. ar al HH. R. 5099, introduced by another « I A 
York, Mr. Cole. Iam happy that the committee will ha 
tunitv to study these different proposals 


H.R. 3146. the Miller bill, which T understand Mr. M 


testify o ubsequent to my testimony, Is a straig pl te 
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transmission system a public carrier. If it refuses to do this, the 
power authority is given permission to build the lines. This is a 
needless complication. The power authority can build the lines as 
cheaply as the utility and can operate them more cheaply because of 
the lower interest rate it can command. There is no duplication of 
facilities in this case. It is merely a question of who is going to build 
the new lines. 

Section 2 of the Cole bill merely “authorizes” the Government of 
the State of New York to finance, construct, maintain, manage, own, 
and operate the Niagara project. Since there is no time limitation 
within which the government of the State of New York must act, 
there is consequently no assurance of accomplishment of the project 
even though H. R. 5099 should be enacted. 

The bills Senator Lehman and I have introduced contain, in erpees 
3, safeguards which are among the most important provisions of this 
proposed legislation. Congress, in authorizing power de wicket 
projects all over the U nited States, has persistently written into law 
these same safeguards. From the development of the public waters of 
this Nation. these safeguards have brought widespread bens fits in 
transmission of project power to load centers for control of resale 
rates, and for supply of power to public and cooperative agencies as 
well as to utilities. These safeguards have prevented any one interest 
from securing monopoly control over project power at the bus bar and 
the absorpt ion of profits ¢ and savings, which in the ease of this a nt 
will reach millions of dollars per year. The people of New York 
and adjacent States are entitled to the huge benefits of the Ni agara 
development. ‘These safeguards furnish the only means by which the 
people themselves can be assured of receiving these benefits 

The Congress has consists ntly and often declared its pohiey to be 
the same as that set forth in section 3 of H. R. 1642, which states that 
n contracting for the disposition of proje t power from the Niagara - 
preference shall be given to States, counties, and municipalities, including agen 
cies or instrumentalities of any of them, and to cooperative or other organizations 


not organized or administered for profit 


and that 


such transmission lines and related facilities shall be constructed, or acquired by 
purchase or other agreement, aS may be necessary in order to mak roject power 
available in wholesale quantities for sale on fair and reasonab terms and 
conditions to facilities owned by the Federal Government, public bodies, coopera- 
tive and privately owned companies 

It is these very safegu ird provisions to which the private ut lities 


and the New York Power \ ithority stated their objectior Ss during 


the hearings recently con ipleted | \ the Senate Public Works Com 


mittee. 
I do not believe that me ( ‘ongress would approve a measure such as 
I R. 3146 which wot le 1 ive the NI iwara project into the hands of 


private interests for priv vate redevelopment of this enormous power 
source. Testimony before this committee has shown Be Hiagara 8 
power can be delivered in a self-liquidating project which will fully 


amortize the investment, ¢ stimated by Colonel Schull in his test MMony 
this morning at from $325 million to $375 million, sac vield large 
revenues and savings for the benefit of taxpavers and consumers. The 
difference in the estimates, of course, depends upon whether canals or 
tunnels are built to divert the water for power development. 
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It is inconceivable that the United States Government would dele- 

gate its duties and functions under the treaty to a power Ney le 
and permit private development of this public re source, while Canada 
proceeds, on the opposite side of the river, as she is now doing, with 
the public development of her share of the treaty waters. 

Neither do I believe that the Congress would approve a measure 
such as H. R. 5099 to authorize a State agency lacking previous con 
struction experience to build the power wor ks and the reme dial Wol ks 
and to operate the project thereafter without effective safeguards 
upon the disposal of Niagara energy to consumers in New York o1 
any other State. 

H. BR. 5099 is a companion bill to S. 1963. These bills were intro 
duced on August 9 by Mr. Cole in the House and Senator Ives in the 
Senate. It was acknowledged at the recent Senate hearings that the 
purpose of the Ives-Cole bill is to eliminate the prefs rence to States 
muhic ipali ties, and cooperatives provided by the La hman Roosevelt 
bill, and to turn the project over to the control of the State agency 
without any further action by the Congress. and without restrictions 
except those provided by a license under the Federal Power Act and 
by enactment of the New York State Legislature. 

The claim has been made that because the Ives-Cole bill contains 
some of the general language of the New York State Power Authority 
Act of 1931. no further safeguards are required and that New Yorkers 
who worked for the passage of the New York Power Act in 1931 are 
in some manner estopped from pointing out the deficiencies of H. R. 
5099 and its companion bill, S. 1963. I believe that the passage of 
this bill would turn the clock back 20 years on the developme nt of a 
great public power potential in the public interest. 

The Power Authority Act of 193 1 was signed by my father, Gov. 
Franklin D. Roosevelt, after many years of struggle by the people 
of New York to prevent the great water power resources of the State 
from falling into private naa In 1926 Gov. Alfred E. Smith pre 


vented the outright gift of S —_—— power to private interests 
under a long term leense ‘all the New York State Water Powe) 


Commission. In messages to the sa 2 cali Governor Smith advo- 
cated the public development of both the Niagara and the St. Law 
rence and the construction of publicly owned and operated trans 
mission lines to supply municipalities throughout the State of New 
York. 

The New York Power Act of 19351] served its major purpose as a 
pioneer measure ot that day to conserve water power resources under 
the ownership of the people. It was a compromise bill, however, which 
fell short of the recommendations made by Governor Smith and Gov- 
ernor Roosevelt to safeguard the interests of consumers. 

Acts of Congress signed by President Roosevelt and President 
Truman since 1933 to authorize hydroelectric power developments 
have carried much more specific provisions for the protection of con 
sumers than are contained in the New York Power Act. These safe 
guards represent the advance made over two decades of practical ex 
perience in the successful operation of such projects. 

At public hearings on the St. Lawrence development before the 
House Committee on Rivers and Harbors in 1941 and before the 
Senate Committee on Foreign Relations in 1946, and in its annual 








34 NIAGARA POWER DEVELOPMENT’ 


reports to the Governor up to 1949, the New York Power Authority 
] 
I 


declared its purpos e to observe the preferences of Federal law in the 


sale of project power and to construct or acquire transmission lines 
for the delivery of power at load centers. The State power author- 
ity, as then constituted, recommended meastires for which the then 
Gov. Herbert H. Lehman obtained approval from the New York 
Legislature permitting municipalities of the State to build or acquire 
veneration and power distribution facilities, upon a referendum vote, 
and authorizing the organization of rural electri cooperatives. The 
present opposition of the New York Power Authority to the prefer 
ence proy ISIONS oft Federal law. for the sale ot project powel to publie 
bodies and cooperatives, is of very recent origin. dating from the 
appointment in March 1950, of new trustees who now form a majority 
of the board. 

I agree completely with the position taker by Senator Lehman 


at the recent hearings of the Senate committee in his insistence Upol 
the need for adequate safeguards to protect the rights of power coi 
sumers in New York as well as in adjacent States. No man in the 


history of our State has done more in behalf of the development of 
the Niagara and St. Lawrence power resources for the benefit of the 
people of our State than Senator Lehman during his 10 years as 
Governor and in his service in the United States Senate. 

The bill which we have jointly introduced, in addition to its other 
safeguards, provides that the agreement between the officials of the 
Federal Government and of New York State for the dis posal of the 
power facilities ot the Niagara River under the terms of this bill 
shall not become effective until that agreement has been approved by 
the Congress as well as by the Legislature of New York. 

The bill authorizes the construction of all the project works, both 
remedial works and power works, under the direction of the Secre- 
tary of the Army and under supervision of the Chief of Engineers. 
It authorizes and directs the President to enter into ne otiations for 
the transfer of the power facilities, at cost, to a public agency of the 
State of New York, provided that the specific safeguards set forth 
in section 3 of the bill are incorporated in the agreement, subject to 
ipproval by the Congress and the New York State Legislature. 
And so the Coneress never, at any time. loses control over this project 
until the Congress has had an opportunity to approve proper safe 
guards as an integral part of any arrange yr made for disposal 
power project facilities to a pub lic agency of the State. 

Without the safeguards p Ae ided by H. R 1642, IT am convinced that 
the peop le of New York and the peop le of ad: went States could never 
obtain the be nefits ot f low cost t hydroe lec tric power whic h shoul flow 
from this great deve ‘lopme nt. Certain it is that with pre ference r ights 
withdrawn, as they are under the bill, H. R. 5099, no bargaining power 
would be left to the ( ity of Ne W Y ork, with municipal facilities re 
quiring large annual purchases of electric power, and millions of 
domestic consumers paying high rates for electric service in the metro- 
politan area. Municipal plants in cities and towns and rural electric 
cooperatives throughout the Northeast would similarly be deprived 
under H. R. 5099 of the rights guaranteed by existing Federal laws. 

I believe with Senator Lehman that the major purpose of the power 
development On the Niagara should be to obtain lower costs, reduced 
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rates and other direct benefits for the people of this area. This can 
only be accomplished in my opinion by maintaining inviolate the safe 
guards of H. R. 1642 and of Senator Lehman’s bill, S. 517. 

H. R. 1642 is very similar to the bill I introduced last vear and to 
its companion measure in the Senate. This committee took no action 
on that bill at that time because it was so late in the session. his vear 
| have made a few minor changes in it and senatol Lehman made 
the same changes in the companion bill, S. 517. 

Since H. R. 1642 was introduced, interested Lroups and individuals 
have volim teered comments and suggestions. Several proposed minor 
changes have been worked out which I submit to the committee for 
its consideration. None of these changes has bee studied by the 
Federal agencies but none of them affects the purposes or provisions 
of H. R. 1642. 

| hope that t 
1642. Thank you, Mr. Chairman. 

Following are the amendments which I suggest for my own bil 


lw cotInniittee will make a favorable report on H. R. 


] 
} 


I summarize them as follows: 

1. Amendments to aflirm the national defense nterest in the 
proposed project. 

2». Amendments specifically to authorize the inclusion in the Fed 
eral-State agreement of provision tor the preservation and enhance 
ment of the scenic beauty of the falls, neluding the accessibility of 
the river shore lines. 

5. Amendments to grant preferences in the disposition of project 
powel at cost toall defense agencies, and, on fail and r'¢ asonable term 
to other Federal agencies and to defense industries requiring the 
powel to fulfill defense contracts. 

t. Amendments to provide that negotiations for the Federal-State 
agreement shall commence immediately upon the enactment of the 
act, rather than after the appropriation of the first funds, and dating 
the report which the President is called upon to make to the Congress 
on the status of the negotiations from the time the enactment of 
this act rather than from the time of the start of construct ion, 

5. Amendment to insure that even if negotiation and approval of 
the Federal-State agreement is not completed by the time the first 
power Is available from the proje t, the project can be turned over to 
New York State by subsequent agreement and approval by Congress 
and the Legislature of New York, or the Congress may make other 
disposition. 

6. Amendment authorizing the making of pavments to State and 
local authorities in lieu of taxes, on the model of TVA, 

Thank you very much for permitting me to read my prepared 
statement. 

Although I referred to this question, I would like to continue just 
for a moment without the prepared statement. 

Mr. Larcapr. You may proceed. 

Mr. Rooseverr. Although I covered the subject of public versus pri 
vate development ot the Niagara in my prepared statement, should 
like to discuss it for a minute now off the cuff. 

Actually, there is in New York and in the adjacent States sueh a 
demand for additional electric power that not only the powel that 
W il] be produced by Niagara and ~~, * Law rence, if and Ww hen developed, 
but all the power that will be produced by contemplated plans of 
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private industry, steam plants, will be more than oversubscribed. It 
is partly due to the present defense effort but it is also due to increased 
eo of power and the normal development of industry in the 
ar 

hd so it is not really a question of putting private utilities out of 
the picture in this area 

As pointed out earlier this bill does not contemplate elimination of 
the existing private facilities at Niagara, the so-called Schoellkopf 
plant, and the little used Adams plant. 

The only question that really remains, therefore, is who is going 
to develop the actual Niagara project. Is it going to be private or 
public authority ¢ 

I do not think that we can compare this natural resource of Niagara 
to our other natural resources such as our mines, our minerals, our 
timbers, our forests, and so forth, because those other natural resources 


lend themselves to competition in their development. A copper mine 
is, of course, a natural resource but its development is in ee 
with the development of other copper mines in other areas. The de 


velopment of our timber resources is in competition with the develop- 
ment of other timber resources in other areas and in fact in other 
parts of the world. 

The natural resource of hydroelectric power on the Niagara is firmly 
fixed geographically—to understate the situation. It greatly exceeds 
any other potential hydroelectric development in existence in New 
York State. The net increase of 1,250,000 kilowatts in capacity which 
will result from the Niagara redevelopment also substantially exceeds 
the capacity of the proposed St. Lawrence development in northern 
New York, estimated at 940,000 kilowatts. 

The conservation and development of the great water power re- 
sources of New York State has been fought over and debated for almost 
half a century. 

The leading public men of our State, both Democratic and Republi- 
ean—from Gov. Charles Evans Hughes down to Gov. Thomas E. 
Dewey, Gov. Alfred E. Smith, Gov. Franklin D. Roosevelt, and Gov. 
Herbert H. Lehman—have all agreed on one thing, and that is that 
the natural resources of the Niagara and the St. Lawrence River belong 
to all the people. 

The Republican Party in recent years came to adopt the position 
of the Democratic Party on this phase of the question so that the argu- 
ment which has continued has really been between the private utili- 
ties and the State of New York. 

The public development of the power resources of the Niagara and 
the St. Lawrence has been authorized by our State legislature. The 
differences between the Ives-Cole bill and the Lehman-Roosevelt bill, 
while they are extensive and important in the matter of safeguards 
for the protection of consumers, do not resolve this issue of public 
versus private development, an issue which is joined only by the Cape- 
hart-Miller bill. 

I doubt personally very much that this Congress would ever ap- 
prove, or that this present President or either a Republican or Demo- 
cratic successor would ever approve of legislation turning this great 
natural resource over to a private utility for development. 
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One last point on cost: I do not believe you can boil this question 
down between public and private development simply to who can do 
it more cheaply and sell the power more cheaply. 

Actually, | believe that public or Government development and op- 
eration will produce cheaper power for one very simple reason and 
that is that after the initial cost of the project has been amortized— 
and as the colonel preceding me pointed out, it can be amortized over 
a period of 1] vears—after that time there will be no cont iInuing inter- 
est on the capital involved. Whereas, under the Federal Power Com- 
mission rules, no amortization by a private development need even 
begin for the first 20 years of the license. 

The people would therefore save, after the 11 year amortization 
period, at least the interest rate that would have to be paid if private 
capital did the job. 

In addition to that. of course. there would be a say ing in the amount 
of interest rate because the Federal Government and ultimately the 
State can command a lower interest rate for its capital than could a 
private utility. 

As I say, I do not think cost alone can be the deciding factor as to 
whether this is developed by public or private enterprise. I think, 
as I said earlier, this is a great natural resource which belongs to the 
people, not in any remote way subject to competition as are other 
great natural resources, and therefore it should be developed for the 
interests of only the people who use the power, the consumers of elec- 
tric power. It should be maintained as a nonprofit operation. 

Mr. Chairman, thank you very much. Members of the committee, 
thank you very much. 

Mr. Larcapr. Thank you, Mr. Congressman. Iam sure some of the 
members would like toask you some quest ions. 

Mr. Buckley ¢ 

The Cuamman. No questions. 

Mr. Larcapr. Mr. Dondero. 

Mr. Donpero. Just a few. 

I think my able friend from New York and I agree upon one thing 
and that is the development of power from these natural resources is 
desirable. Whether it is done by private money or public money is 
where we part, 

In the State of New York do you have a commission which fixes the 
rates for electric power ¢ 

Mr. Roosrvetr. Yes, we do; the public service commission. 

Mr. Donpero. It would fix the rates for power developed at Niagara 
now ¢ 

Mr. Roost VELT. The public service commission of the State of New 
York: ves. 

Mr. Donpvero. If this project is established, who would fix the rates 
for the power that is developed 4 

Mr. Rooseverr. That would be fixed by the power authority, or the 
authority designated, in accordance with the agreement reached with 
the Federal Government turning it over to the State agency. 

Mr. Donpero. The question arose in my mind whether the Federal 
Power Commission in Washington would fix the rate or whether your 
State commission would fix the rate. 
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Mr. Roosrevetr. I am not sure of that actually, Mr. Dondero. I 
remember this question came up last year and | did some research on 
it. I would be glad to look that up and give you an answer in writing. 

Mr. Donpero. Would that not follow the same pattern of other 
places where the Federal Government has developed the power / 

Mr. RoOosEVELT. Il am not sure of that because in those instances 
the Federal Government continues to own and operate. There are 
some instances, of course, where that is not true. But here, after the 
construction and after the compliance by the State authority with the 
safeguards of section 3 of my bill, the Federal Government would turn 
the project facilities over or, in effect, sell them at cost to the State 
agency and from there on, if the agreement were approved by the 
Congress, the Federal Government would not participate in the oper 
ation of the project. 

Mr. Donprro. And the State authority would fix the rate / 

Mr. ROoosEvE! r. | assume that probably the State author ity would 
have to approve the rate. 


There is one other question on that. I am not sure under the exist- 
ing legislation whether the State public service commission has au- 


thority to fix rates over projects owned and operated by a State 
agency. lam not sure of that and that is a pomt I would have to 
check. 

Mr. Donpero. The question arose mn my mind that if such a eondi- 
tion should arise where the Federal Power Commission in Washing- 
ton would fix the rate generated by its turbines and the commission 
in New York fixes the rates for private utilities now existing. we 
may have a conflict which may result in disaster. 

Suppose the State of New York fixes a rate on the power that is 
to be developed under this project which is lower than the rate which 
it has already fixed for sale of power developed by private enterprise, 
what would be the natural result of that situation ¢ 

Mr. Roosrevevr. Under the present circumstances the natural result 
would be that both would still sell all the power they could produce 
because there is a tremendous reservoir of demand far exceeding that 
which will be produced by the development of the Niagara. 

Mr. Donprro. Would it not be likely, however, that if the rate for 
the public power was cheaper than the rate granted to the private 
power company that the people, or whoever used that power, would 
say, “Well, I am not going to buy from you any more because I 
can buy it more cheaply from the Government” é 

Mr. ROOSEVELT. Historically, that has not been the case. In the 
Northwest. the private utilities existing prior to the publie develop- 
ment. Bonneville and the others, and the Columbia River, those com- 
panies are still going strong. ‘The same is true in other parts of the 
country where public development has come in. The private utilities 
have not just simply lost their market. 

It seems that the more power that is produced, the greater the 
demand for the power, and the private companies have in no way 
suffered. 

In my statement, I referred to the fact that a lower sale price to 
ultimate consumers often results from the elimination of interest after 
the amortization of a public power project, whereas interest must be 
paid on capital invested and continually invested ina private utility. 
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Another substantial saving results from the fact that the interest 
rate available to a State or other Federal Government is usually 
lower than the rate available to a private utility. 

Mr. Donvero. If the authority in New York fixed a rate lower for 
public power, it would be a discrimination against their own people 
and the capital invested in their own State. 

Mr. RoOosEVE!I is ] hope that they do, Mr. Dondero, establish a lower 
rate and, as I said, I think it can be entirely justified. The private 
utility actually could proceed to compete with that lower rate if they 
amortized their private capital and therefore had to pay no Interest 
rate. 

Mr. DONDERO, Would you advocate that the private utilities by 
relieved from the burden of taxation Imposed by the State of New 
York / 

Mr. Roosevetr. No: I have never advocated that. 

Mr. DONDERO, Then how could they operate upon an equal basis 
when you charge one with taxes and relieve the other from taxes 4 

Mr. RooseEvVELT. There Is ho question about it. They cannot 
operate on an equal basis. I agree with you, They cannot, 

Mr. Donpbenro. That is the unfal position, 1t seemis TO me, that we 
take. 

Mr. Roosrveir. I do not think it is unfair because, as I have tried 
to point out before, historically the private untilities have never lost 
out. They have continued Lo operate ana sel] all Tike power they can 
produce and they will continue to do SO. 

The only difference betwee) you and me is that I think if the 
people cah vet it more ¢ heaply by public development then they are 
entitled to it. 

Mr. Donprro. Of course, the country and even the President has 
indicated the desperate need for more taxes Private power pavs 
taxes, I do not know how much the power companies pay to the 
State of New York and the Federal Government. Certainly if this 
development is made by the public, there will be no taxes from that 
source and therefore whatever taxes are needed must be obtained 
from other sources. We find ourselves today trying to reach the last 
known source of taxation and tax it to the limit. 

I have one more point. If the private utilities are permitted to 
remain in this area, will we not then be continuing what my good 
friend from Missouri says isa monopoly ¢ , 

Mr. Roosrverr. If private utilities ure permitted to remain ¢ 

Mr. Donvbero. If they are permitted to continue as they are in the 
area now, will we not then be continuing a condition which my good 
friend from Missouri says isa monopoly ¢ 

Mr. Roosrvetr. Hydroelectric development is in its very nature a 
monopoly. Ido not understand your question. 

Mr. Donprro, The question is this: There was objection raised 
here to turning this power to private enterprise because it would be 
a monopoly. However. you have a monopoly existing how. Are you 
willing that that should continue ¢ 

Mr. Rooseveir, I do not think it is a wish of continuing monopoly, 
The only private power company in this area that could possibly 
undertake the development of the Niagara resource is the Niagara 
Mohawk Power Co. They have the monopoly today. The Miller 
bill would take a monopoly and make it a bigger monopoly. 








40 NIAGARA POWER DEVELOPMENT 


I say “No,” take the natural resource which belongs to the people 
and let the people have the benefit of it through public ownership 
and development. That is the only difference. It is not a question of 
monopoly. 

Mr. Donpero. The development of power is by no means a mo- 
nopoly. It is an industry that exists all over the United States. They 
have different methods of producing that power. Here it is water 
which belongs to the Federal Government. The Government owns 
it and I think they have the right to develop it, but where we part 
company is where we put the Federal Government into the business 
of transmitting and selling this power. 

My idea is, keep it in the hands of private enterprise as long as we 
can, as a source of taxation when you put it in the hands of the 
Federal Government it is not taxable. 

We both agree that we should develop this power. I am in agree- 
ment with you on that, but when it comes to monopoly, I can see no 
monopoly in this at all because it is there now. 

I refer to the private investment which is there now. There can 
be no monopoly while Government fixes the price. 

Mr. Larcape. Have you concluded your questioning ? 

Mr. Donpero. Yes. 

Mr. Larcape. The gentleman from Minnesota, Mr. Blatnik, any 
questions ¢ 

Mr. Biarnrk. No questions. 

Mr. Larcapve. Mr. Scudder, the gentleman from California, any 
questions ? 

Mr. Scupper. Why does not the power authority of the State of 
New York take responsibility for the construction of this project? 
Why is that not done rather than turning it over to the Federal 
Government ¢ 

Mr. Rooseverr. Mr. Scudder, that is the proposal of the Ives-Cole 
bill, that the Congress simply authorize the State power authority 
to go ahead and build this. I have tried to give two major reasons 
why I oppose that and why Senator Lehman opposes it and why the 
State power authority, itself, up until its reshuffling about a year 
ond a half ago by the present governor, continually opposed it. 

First there is a technical reason. The State power authority has 
never had any experience in the construction of this kind of a project 
and size of project. 

The argument is always given that they can always go out and 
buy the technical brains to do it. I am not so sure of that. I am 
not at all sure that there is any comparable experience to that of the 
Corps of Engineers in the construction of this kind of a project. 
Their record is quite remarkable in this field. 

The second reason why I oppose it is that we would set up none 
of the safeguards which are included in section 3 of my bill. They 
are safeguards that the Congress has put into every other major power 
development of the last 19 years. The safeguards as to priority of 
use; the Government agencies and bodies, cooperatives, and ultimately 
private companies, in a priority of use. 

If the Ives-Cole bill were to be passed by this Congress, the power 
which would then be produced, owned and operated by the State power 
authority could be sold to General Electric Co. or any other private 
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company ahead of the Defense Department of this country, if the 
Defense Department were to make a similar application for the use 
of that power. 

Mr. Scupper. I believe in States’ rights and I can see where the 
Federal Government may enter into power projects from the stand- 
point of flood control or navigation, but I cannot go along with the 
idea that the Federal Government should enter the State of New York 
or the State of California and construct a hydroelectric plant at the 
expense of the taxpayers of the entire country. 

| believe projects of this type should be left Lo local determination 
and control, 

Mr. Rooseveitr. I wish you would reexamine section 3, t 
guards set up in there. They are consonant with every piece of leg S 
lation that has been passed by this Congress for the last twent y-odd 
years. I am sure you would not disagree with those safeguards and 
that you would urge the State power authority to recognize the same 
safeguards if the Ives-Cole bill were adopted instead of the Lehman 
Roosevelt bill. 

Mr. Larcape. The gentleman from Michigan, Mr. Machrowicz, any 
questions / 

Mr. Macnrowicz. I know of your wholehearted support for public 
ownership, but I would like to ask you a question. Recognizing the 
merits of this bill, but comparing this measure with the St. Lawrence 
waterway, which do you think merits prior consideration by Congress ? 

Mr. Roosrveir. Let me answer it from a realistic point of view. 
At the present time this committee has taken action on the St. 
Lawrence project which, of course, it can reverse at any time. At the 
present time I doubt very much that it will immediately reverse its 
position. I hope that before long it will, but now this particular bill 
is before this committee. I think it is of tremendous immediate im 
portance to the defense of this Nation and I think that we should 
not confuse the issue by saying, “Well, we won't approve this unless 
the St. Lawrence is also approved.” Let’s vet through with this 
because this is a matter at hand. Let us approve this and then let us 
go ahead and try to get the approval of the full committee on the 
St. Lawrence project. 

I do not think you oucht to set a priority of one over the other. 
I think they are of equal and vital importance to the defense of this 
country. They have different features. Of course, the St. Lawrence 
project is highly important from a navigational, seaway, transporta 
tion point of view. Of course, no feature of the seaway comes into 
this bill. I consider them both of equal importance. 

Mr. Larcape. Thank you. 

The gentleman from Ohio, Mr. McGregor, do you have any 
questions / 

Mr, McGregor. No questions. 

Mr. Larcape. The gentleman from Missouri, Mr. Magee, any 
questions ¢ 

Mr. M AGERF. I mentioned before that before TV 4% the pris ate powel 
companie s were buying power ul Muscle Shoals for Z mills a kilowatt 
hour and selling it just across the river in Florence, Ala., for 10 cents, 
which is approximately 1. S00 percent. 

My good, able and distinguished friend from Michigan mentioned 
the fact that we have now in most States of the Unio publ ( ervice 


he sa fe 
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comMiISSIONS Or public utilities commissions to fix the rates and protect 
the people and, of course, that was the reason for their establishment. 

I want this to be shown in the record I do not say if from a political 
standpoint because the same thing had been true in my State under 
Republican administrations, as well as Democratic administrations. 
About 15 years ago I made a study of this matter. T live in a small 
town of about 2.100 or 2.200 people. We have a private utility there 
operating the telephone company. Under our State law, the utilities 
are supposed to have a 6 percent return. 

I found out that for taxation purposes, the Middle States Utilities 
Co. of Missouri in my county was assessed at S16400 for taxation and 
assessed at 8104.000 for rate making purposes. 

So, Mr. Dondero, may I say to you that as much as we would like 
for our pubhie service commission to protect: oul interests, they are 
just not doing it in my State, and I think if you loo 
thev might not be doing it in Michigan. 

Now. to my friends on the left who have expressed such great fear 

he ui the private utilitie in this eountry, may I sav to vou th it the 
Wall Street ar urnal. a few months ago, brought out this fact: For 


the first quarter of 1950, the private utilities companies of this country 


cat the record 


had caimed 1 | percent over their earnings Tor the first quarter of 
1949, 

That is all. 

Mr. Larcape. Thank you, Mr. Magee. 


\re there any further questions from other members of the com- 
mittee ¢ 

Thank vou very much, Congressman. We have been delighted to 
have vou before our co) mittee, 

Mr. Roosevertr. Thank vou. 

(The following was subsequently submitted for the reecord:) 


af hay / yp. ¢ / f 
n. Tt rp. ‘ J 
/ ) Nul } j 
( tte rT } 
/ j ¢ ! 
DEA Ir. CHAT | ypearal bef Se] 
19 in sup) of H. R. 1642, for deve Ning tive 
Iu l K fT fut h ld oni a ! ‘ DI 
ne f vi \l Dondero < ‘ ‘ 
Whether o1 ! New } Power A ! I ce 
( i on of Ne j k would tl ites ol ed on 
Nia ! r nd 
it he d Power Comn aren 
i rtne ] l f oOnstin s ind 
) Whether or 1 ed State Gove ‘ b ! ng 
ad ‘ v Ww privat t ~ do ound ut rie ( Ve Kel 
| Powe Autl \ct f New \¥ state ! \ ! ed in 1921 
nd last amended in 1951, contains a ] vision in section 1014 that rates rvices, 
1 practices relatil to the generation, transmission, distribution, and sale 
of project power from the Niagara or the St. Lawrence developments shall not 
he subject to the provisions of the public service iv nor to regulation bv. nor 
nder the jurisdiction of, the public service commission, hut shall be regulated 
and determined under the provisions of the contracts entered into bv the New 
York Power Authority Therefore, under the Lehiman-Roosevelt and the Ives 
Cole bill, if the New York Power Authority took over the Niagara facilities, the 
rates to consumers would be fixed in contracts made by the aut! tv and would 


not be regulated by the Public Service Commission Under the Capehart-Miller 
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bill, however, private interests, rather than a public agency, would take ove 
the project and the Power Authority would not apply and the public service 
commission would regulate the rates. 

The second question raised by Mr. Dondero has, I believe, been satisfactorily 
answered by Vice Chairman Thomas C. Buchanan of the Federal Power Com 


mission, who testified on September 21 to the effect that the Commission has no 
authority to regulate intrastate rates to consumers Ile testified f her tha 


the Lehman-Roosevelt bill, which the Commission has recommended, contains 
are lacking in the Ives-Cole bill and the Capehart-Millet 
consumers in New York State and in adjacent States within 


safeguards 
fo the prote Tian ¢ 
transmission distance of the project 

The need for the safeguards included in the Lehman-Roosevelt b has. in n 


view, been confirmed at the present hearings. As indicated in my testimony, I 
am strongly opposed to any plan to turn Niagara Falls over to th tre f 
private power interests by sale of the power at the bus bar without idequate 
safeguards f onsumers, or by licensing the project itself to private interests 

In answer to the third question, the New York Power Authority cannot harm 
nor drive out of business any privately owned power company because the powe! 
authority cannot retail electric energ except n the case of irge industria 
tomers at the site of its power development 

It is the function of the New York Power Authority to gene te and tra 
the electric energy to load centers where it is then wholesuled ¢t he d 
agency in the lo ty for retail sale I should like to emphasize here t1 he 
would not exist under the New York Power Aut} \ t two « e distr 
bution-ret S els \! Consumetl I I Crdie locality W ila mv identica 
rates for power whether it has originated at Niagara or a ] owned 
plant The saving in the wholesale price » the private distributors ould 
passed on to t] ultimate consume he people, through t] fixing I by 
the New York Power Authority 

I hope that the subcommittee will approve H. R. 1642 and reject H. R. 5099 ar 
H. R. 3146 

I sh DD ‘ f this letter n h ded it ‘ ( 
h ns t witl ‘ ! \ 

With ade re ds 

~ carne ) 
I I) 

Mr. Larcapr. At this point, without objection, the chairman will 

submit for the record a report which has just been transmitted to t! 


committee by the Department of the Interior in favor of H. R. 164 
and W t | out obiection if will he 1! eluded in the rece rad 


Report by Department ot the Interio} referre 0 is TOO 


‘) ~ 
Wasi n, D. ¢ . f 
HH ( i har ‘ 
7s ( } / 

M I) CITA y Bre This w knowledge y juest 
comments of the Department of the Interior on H. R. 1642 b to preserve 
cenic | Lut i tf Niagara t na ‘ na ns 
tion of rtain iblic works on that river for power ane muy ‘ ind f 
other pur] 

The Department strongly recommends the it ediate author ition and eo 


struction of the new power facilities and remedial works on the Niagara R 
provided for by H. R. 1642. The Department considers the safeguards contains 


in this bill for the protection of power consumers in New York and neig 


States essential to the development nd use of Niaga power the pul 
Interest 

The safeguards contained in H. R. 1642 include provision for construct 
the project by the Government, review by the Congress of any arrangement w 
may be negotiated under the bill for the disposal of project fa tie ned oy 
eration of the project with preferences to States, counties nd other pu 


bodies and cooperatives in the transmission and sale of project power 
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One of the greatest natural resources in the world is involved in the proposed 
legislation. The project which would be authorized by H. R. 1642 would have an 
estimated capacity of 1,330,000 kilowatts over and above present installed capac- 
ity of 365,000 kilowatts, increasing the installed capacity on the United States 
side of the river to a total of 1,695,000 kilowatts. The need for this additional 
capacity in the Northeast, which has experienced power shortages for defense 
production, is urgent. 

The results achieved in the construction and operation of major projects on 
the Colorado, the Columbia, the Tennessee and other rivers of the United States 
clearly indicate that the Niagara can be redeveloped with immense benefits to the 
public and to the national defense in a wholly self-liquidating project. It is 
the view of this Department that the project should be authorized and con 
structed, with the provision of every safeguard required to insure the most 
beneficial public use of project power by the large populations, the diversified 
agriculture and industry, and defense plants within economic transmission 
distance of the site. 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of this report to the Committee on Public Works. 

Sincerely yours, 
WILLIAM E. WARNE, 
Assistant Secretary of the Interior. 


Mr. Larcape. The next witness is Mr. Robert W. MacGregor, busi- 
iness manager of local 1049 of the International Brotherhood of Elec- 
trical Workers, from Mineola, N. Y. 

Mr. MacGregor, are you present? Do you have a prepared state- 
ment, Mr. MacGregor ? 

Under the rules the committee is unable to sit beyond the time 
the House meets. I was just wondering whether you would like to 
file your statement for the record and make a short oral presentation 
or, if you would prefer, to return in the morning ? 

I see you have a statement of 15 pages, which will probably require 
nearly 30 minutes. 

Mr. MacGrecor. I have cut that down. I will submit that as an 
exhibit. I have condensed the testimony therein to a much shorter 
statement. 

Mr Larcape. Very well, if you think you could cover your state- 
ment in about 5 or 10 minutes, we would be glad to hear it. 

Mr. MacGrecor. Yes, I think it can be done. 


STATEMENT OF ROBERT W. MacGREGOR, BUSINESS MANAGER, 
LOCAL 1049, INTERNATIONAL BROTHERHOOD OF ELECTRICAL 
WORKERS, MINEOLA, N. Y. ' 


Mr. MacGrecor. My name is Robert W. MacGregor. I am the 
business manager of local union 1049 of the International Brother- 
hood of Electrical Workers affiliated with the American Federation 
of Labor. I appear here today as the representative of the New York 
State Association of Electrical Workers. This association comprises 
the members ofthe International Brotherhood of Electrical Workers 
(AFL) of the State of New York. 

The opposition of the New York State Association of Electrical 
Workers to H. R. 5099 and particularly to H. R. 1642 is set forth in 
detail in the exhibit which I have presented to this subcommittee 
and will be reviewed but briefly in this statement. 

It is based on two main points. They are: 

1. That the experience of my union, the International Brotherhood 
of Electrical Workers of the American Federation of Labor, with 
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public powel developments has been bitter. In all of them, REA’s, 
public utility districts, municipal and State bodies, we have had an 
unending struggle—often vain—to obtain and maintain fair and 
decent labor relations. 

2. In H. R. 1642 particularly and to a more limited extent in H. R. 
5099, we are faced with a repetition of all the difficulties which in 
the past have plagued union workers in their relations with publicly 
dominated or controlled public utility bodies. 

More spe ifically 1k my Opposition to these two bills, I raise the 
following questions : 

l. How are the pay levels, job standards, rights of freedom of 
organization and representation of workers directly and indirectly 
( mploved on these projects to be protected ¢ 

2. How are the pay levels, and so forth, of electrical workers go’ ng 
to be protected in the proposed generation and transmission of power? 

4. How will this generation and transmission of power affect the 
present and prospective number ot jobs of electrical workers and the 
working condiitons on those jobs ¢ 

And one last one, to what extent will the tax burden, already over 
heavy and certain to grow heavier, be increased for the workers and 
people in this area and for the country generally ¢ 

Now I know that in answer to my first question—protection of pay 
standards, and so forth, for workers on these projects generally, it 
can be said that such protection is part of the law of the land, prin- 
cipally through the Davis-Bacon and the Walsh-Healey Acts. 

Let me make one relatively minor and one major observation at 
this point. 

The first is that these two acts cover only construction and the 
materials for construction of the project. They do not extend to its 
operation. 

But my major observation, which I know will come as a shock to 
the members of this committee, is that both these acts are honored as 
much in the breach as the observance. Evidence to substantiate this 
charge will be furnished you if you so desire, and is contained in detail 
in the exhibit I have presented. 

Our experience with REA has been uniformly bad. It led Mr. 
Daniel Tracy, International President of the Brotherhood of Elec 
trical Workers, AFL, to send a letter to the Acting Administrator of 
the Rural Electrification Administration, March 27, 1950, stating: 

The International Brotherhood of Electrical Workers, AFL, which represents 
more than 75 percent of the unionized workers in the electric light and power 
industry, both private and public, has been shocked and surprised at the anti 
labor actions of the Rural Electrification Administration These actions are 
all the more grievous because they strike at organized labor which participated 
in the effort to bring the Rural Electrification Administration into exist 


ence * . 


Our experience with other public power authorities of all types has 
been equally unsatisfactory. 

Instances are: 

1. The Salt River project in Arizona. 

2». The public utility districts in the Pacific Northwest. 

5. Municipally owned systems such as that in San Antonio and in 


Illinois. 
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tf. State-owned systems such as that of Nebraska and in South 
Carolina. 

5. Federal power-marketing organizations such as the Southeastern 
and Soutliwestern Power Administration. 

All these have two things in common. They are: 

1 A tendency to found a project with public money and then with 
the aid of more public money to threaten or actually construct dupli- 
cating production and transmission systems to force the sale of pri 
vately owned facilities. 

2. Refusal to recognize our unions and refusal to live up to the job 
and pay standards which those unions, over the vears, have secured 
from privately owned utilities. 

With that as a background, I feel justified in outlining the condi- 
tions which should be prov ided in legislation if development on these 
projects is to proces cad. They are: 

1. That in the construction, maintenance and operation of the whole 
project contemplated, the provisions of the Davis Bacon and Walsh 
Healey Acts be written in the contracts and strictly enforced. 

2. That in the production and distribution of this power, the bar 
gaining rights, job standards, job security, and pay standards of 
organized workers be specifically written into each contract no matter 
who produces and distributes the power. We have won a satisfactory 
status with the privately owned utilities and we are not worrying about 
them. 

De That these standards be rigidly defined and adopted before any 
prospective development of power. We have the certainty of a stead 
ily errowing nul bet of LOC cl jobs W ith eood working col clit ons in the 
present ana contemplated ( Xpansion of privately owned power com 
panies inthe State of New York. We will not willingly sacrifice that 
sure and substantial ciet for a promised large slice of future pie-1n 
the-sky. 

L, That. in addition » See method of venerating and distributing 


power from the Niag ira he one that will truly reflect all costs and 
pay taxes commensurate with those paid by private ul ties, The 
Federal Government now asking for substantial tax increases that 
must come from middle and lower brackets. 


That niay be necessary. but every single other source of t ix revenue, 


now unfairly exempt, should be tapped for the purpose of lightening 
the heavy burden of taxes o1 the medium 317e and litt he neome tax 
pavel 

Labor will cheerfully accept “equality of sacrifice” but it must actu 


ally be equality and not a shifting to our backs of part of the burden 


other groups should fairly carry. 
| find hol e of these protections in} H. R. 164 end H. R. POD, Kor 


1 } 


this reason | appeal h Opposit on to them. unless and wnt | the labor 
status of the workers of the union IT represent and the labor status 
of workers on all phases of that project Is more clearly defined and 
more definitely and adequately protected. Not once ha labor been 
consulted or asked to present its judgment on what is to us the major 
phase of the project and its operation, namely, the effect on } yhs and 
job status of those who will be directly ancl indirectly affected hy it. 

On this basis further, my organization supports H. R. 3146 for the 
following reasons: 





NIAGARA POWER DEVELOPMENT 17 


} 


1. It turns the development over to private enterprise with which 


we have and can maintain satisfactory wage, job, and other working 
conditions for our members, along with due recognition of our union 
under the laws of the United States. 

2. The work can be started immediately and will not need any fu 
ther surveys and involvement in red tape which would delay the job 
indefinitely. That means immediate jobs at good pay and high work 
ing conditions for the members of my union and of a score of other 
unions and not merely future “pie-in-the-sky.” 

3. The work then will be done under conditions as efficient as if not 
more efficient than under those of publie construction. 

t. The project will pay its fair share of taxes and wil 
more of the load to working men and their families. 

I would like, if I have a moment, to just make one or two further 
comments, if I may. 

Mr. Larcapr. You may proceed, 

Mr. MacGrecor. Quite often you hear the proponents of public 
power say that the Government can provide cheaper power to the 
consumer. Yet, it is true, and I believe it was mentioned here a few 
minutes ago, that in some States, the rates to the consumer are high. 
Yet, in those same States there are public utility bodies who are sup 
posed to control the rates, Therefore. if the rates are h whnand they 


|] 


are controlled by some Government agency, does not the fault of 
those high rates rest more with Government than it does with the 
private utility companies ? 

So many of the proponents of public power are living in the pa 
They talk about surveys that were made 15 and 20 years avo Phere 
have been quite a number of drast changes n re Tie pub 
industry in the last 20 years. 

| think those changes should Ly taken nto consideration, 


We hear also in some of these hills that 
i. bit of talk about the safeguards that are belng written into the b 
What | aih wondering Is, just who clo these safecuards pertain to? 


1 


Who are they safeguarding ¢ 


; \Lre we safeguard ng Crovernment 
operatiol of industry or are \ 


someth ne about safeguarding private e1 rprise and Vv \ L 
refer to sarcastically as the so-called Amerieat iy of life. 

so Tal is the IBEW I~ concerned we have rrysace 1 «il 
nh Our ps hey. We at one time were ver violent propon ts of pu 
power. As was mentioned in President Tracy’ tatement. we d 


a lot in our way of thinkin to trv to b ho the RE \ mto existe e 
But down through the years as a re it of ow experience we have 


finally found out that not only from the viewpoint of the worker en 


ployed in the construction or the operation of public powei projects, 
but from the Viewpoint of the worker as a citizen, as a nd Vidi 
and as a free American who some day may be able to go into fi 
sown, that these pu | Cc powel pro} 
are going in the direction away from that. Weare taking the po tio 
that from now on. we will be opposed to any further public powel 
projects, 


enterprise or into industry on h 


- 
> 


Mr. MaAGrr. | would like to take vou on tomorrow. | hope vor 
come back. 
Mr. Larcape. I wonder if the committee would permit the gentleman 


to return for questioning in the morning. We will have ¢ ongressmal 
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Miller up here of New York for just 5 minutes, to make a short state 
ment for the record. 

Mr. Mituer. | have several points I wish to present to the commit- 
tee and I cannot do it in 5 minutes and as a consequence I will attempt 
to change my plans and instead of getting a train tonight I will take 
a plane tonight so I will be here tomorrow. I do not want to jeopard- 
iZe my case by a 5-minute presentation. 

Mr. Macurowicz. I understand Mr. Miller’s position. He is in a 
hurry to leave the city and should be called as the first witness tomor- 
row morning. 

Mr. Mititer. When the committee requested me to testify, I in- 
formed the committee that 1 had to get a train tonight and asked to 
testify today. 

Mr. Larcapre, The committee had every intention of hearing you, 
Congressman. I regret very much that the testimony was more 
lengthy than the clerk had anticipated. We had hoped to be able to 
have you appear this morning, but circumstances beyond our control 
made it impossible to do so and as you know the rules of the House 
prohibit our sitting during a session, especially in view of the fact 
that there is a roll call and we are unable to hear you at this time. 

If the suggestion made by the gentleman from Michigan is satis- 
factory, the committee will stand adjourned and we will meet tomor- 
row morning at which time Congressman Miller will appear first to 
be followed by Mr. MacGregor. 

(The prepared statement submitted to the committee by Mr. Mac- 
Gregor follows:) 


STATEMENT OF Rosnert W. MAcGREGOR, ON BEHALF OF THE NEw YORK STATE 
ASSOCIATION OF ELECTRICAL WORKERS 


My name is Rober W. MacGregor. I am the business manager of local union 
1049 of the International Brotherhood of Electrical Workers affiliated with the 
American Federation of Labor. I appear here today as the representative of 
the New York State Association of Electrical Workers. This association com- 
prises the members of the International Brotherhood of Electrical Workers 
(A. F. of L.) of the State of New York. 

The opposition of the New York State Association of Electrical Workers to 
H. R. 5099 and particularly to H. R. 1642 is set forth in detail in the exhibit 
which I have presented to this subcommittee and will be reviewed but briefly 
in this statement 

It is based on two main points. They are: 

1. That the experience of my union, the International Brotherhood of Elec- 
trical Workers of the American Federation of Labor, with public power develop- 
ments has been bitter. In all of them, REA’s, public utility districts, municipal 
and State bodies, we have had an unending struggle—often vain—to obtain and 
maintain fair and decent labor relations. 

2. In H. R. 1642 particularly and to a more limited extent in H. R. 5099, we 
are faced with a repetition of all the difficulties which in the past have plagued 
union workers in their relations with publicly dominated or controlled public 
utility bodies. 

More specifically in my opposition to these two bills, I raise the following 
questions : 

1. How are the pay levels, job standards, rights of freedom of organization 
and representation of workers directly and indirectly employed on these projects 
to be protected? 

2. How are the pay levels, ete., of electrical workers going to be protected in 
the proposed generation and transmission of power? 

3. How will this generation and transmission of power affect the present and 
prospective number of jobs of electrical workers and the working conditions on 
those jobs? 
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And one last one, to what extent will the tax burden, already overheavy and 
certain to grow heavier, be increased for the workers and people in this area 
and for the country generally? 

Now I know that in answer to my first question—protection of pay standards, 
etc., for workers on these projects generally, it can be said that such protection 
is part of the law of the land, principally through the Davis-Bacon and the 
Walsh-Healey Acts 

Let me make one relatively minor and one major observation at this point 

The first is that these two acts cover only construction and the materials for 
construction of the project. They do not extend to its operation 

But my major observation, which I know will come as a shock to the members 
of this committee, is that both these acts are honored as much in the breach as 
the observance. Evidence to substantiate this charge will be furnished you if 
you so desire and is contained in detail in the exhibit I have presented 

Our experience with REA’s has been uniformly bad It led Mr. Daniel Tracy, 
international president of the Brotherhood of Electrical Workers (AFL) t 
send a letter to the Acting Administrator of the Rural Electrification Administra- 
tion March 27, 1950, stating: 

“The International Brotherhood of Electrical Workers (AFL) which repre 
sents more than 75 percent of the unionized workers in the electric light and 
power industry, both private and public, has been shocked and surprised at the 
antilabor actions of the Rural Electrification Administration. These actions 
are all the more grievous because they strike at organized labor which partici 
pated in the effort to bring the Rural Electrification Administration into exist- 
—_ + - 

Our experience with other public power authorities of all types has been 
equally unsatisfactory. 

Instances are— 

1. The Salt River project in Arizona. 

2. The public utility districts in the Pacific Northwest. 

3. Municipally owned systems such as that in San Antonio and in Illinois. 
State-owned systems such as that of Nebraska and in South Carolina 

». Federal power marketing organizations such as the Southeastern and 
Southwestern Power Administration. 

All these have two things in common, They are 

1. A tendency to found a project with public money and then with the aid of 
more public money to threaten or actually construct duplicating production and 
transmission systems to force the sale of privately owned facilities 

2. Refusal to recognize our unions and refusal to live up to the job and pay 
standards which those unions, over the years, have secured from privately 
owned utilities. 

With that as a background, I feel justified in outlining the conditions which 
should be provided in legislation if development on these projects is to proceed. 
They are— 

1. That in the construction, maintenance, and operation of the whole project 
contemplated, the provisions of the Davis-Bacon and Walsh-Healey Acts be 
written in the contracts and strictly enforced. 

2. That in the production and distribution of this power, the bargaining rights, 
job standards, job security, and pay standards of organized workers be specifi- 
cally written into each contract no matter who produces and distributes the 
power. We have won a satisfactory status with the privately-owned utilities 
and we are not worrying about them. 

3. That these standards be rigidly defined and adopted before any prospective 
development of power. We have the certainty of a steadily growing number 
of good jobs with good working conditions in the present and contemplated 
expansion of privately-owned power companies in the State of New York. We 
will not willingly sacrifice that sure and substantial diet for a promised large 
slice of future pie-in-the-sky. 

4. That, in addition, any method of generating and distributing power from 
the Niagara be one that will truly reflect all costs and pay taxes commensurate 
with those paid by private utilities. The Federal Government is now asking 
for substantial tax increases that must come from middle and lower brackets. 

That may be necessary, but every single other source of tax revenue, now 
unfairly exempt, should be tapped for the purpose of lightening the heavy burden 
of taxes on the medium-size and little income-tax paver. 

Labor will cheerfully accept “equality of sacrifice” but it must actually be 
equality and not a shifting to our backs of part of the burden other groups should 
fairly carry. 


th 
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I find none of these protections in H. R. 1642 and H. R. 5099. For this reason 
I appear in opposition to them, unless and until the labor status of the workers 
of the union I represent and the labor status of workers on all phases of that 
project is more clearly detined and more definitely and adequately protected. 
Not once has labor been consulted or asked to present its judgment on what 
is to us, the major phase of the project and its operation, namely, the effect 
on jobs and job status of those who will be directly and indirectly affected by it. 

On this basis further, my organization supports H. R. 3146 for the following 
reasons : 

1. It turns the development over to private enterprise with which we have 
and can maintain satisfactory wage, job, and other working conditions for our 
members, along with due recognition of our union under the laws of the United 
States 

2. The work can be started immediately and will not need any further surveys 
and involvement in red tape which would delay the job indefinitely. That means 
immediate jobs at good pay and high working conditions for the members of 
my union and of a score of other unions and not merely future “pie-in-the-sky.” 

4. The work will be done under conditions as efticient as, if not more efficient 
than under those of public construction 

$. The project will pay its fair share of taxes and will not divert more of the 
load to working men and their families 


(Whereupon, at 12:15 p. m. the committee adjourned to reconvene 
at 10 a. m., Thursday, September 20, 1951.) 
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THURSDAY, SEPTEMBER 20, 1951 


House or Rerresenvrarives. 
CoMMITTEE ON Pustic Works, 
SUBCOMMITTEE ON Rivers AND Harpors, 
Washington. D. C. 

The subcommittee met, pursuant to notice, at 10:05 a. m. Hon. 
Henry D. Lareade presiding. 

Mr. Larcape. The committee will come to order. 

The subject of the meeting today is further consideration of H. R. 
1642, introduced by Mr. Roosevelt, of New York: H. R. 3146, intro- 
duced by Mr. Miller of New York: and H. R. 5099, introduced by 
Mr. Cole, of New York, on Niagara Falls and Niagara River projects. 

I might say that through a misunderstanding three men were prom 
ised to appear first this morning. In view of this circumstance, and 
the fact that the gentleman from New York, Mr. Miller, finds it im 
perative to leave inmediately for his home town due to conditions over 
which he has ho control, ana in view ot the motion previously made 
bry the gentleman from Missouri, Mr. Mavee, we will now heat Mr. 
Miller. 


STATEMENT OF HON. WILLIAM E. MILLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mititer. Mr. Chairman and members of the committee, I first 
would like to express my appreciation for the opportunity of appear 
ne before this conimittee and ClViIng my arguinenhts in support of 
the bill which | have introduced for the development of the power 
in the Niagara River. 

I would first like permission to read the prepared statement which 
I submitted yesterday, and then I would like to take 3 or 4 minutes 
to answer some of the coments made by Mr. Roosevelt in the course 
of his testimony yesterday and some coments made by Mr. Magee, 
a member of the committee, if that is satisfactory, Mr. Chairman, 

Mr. Larcape. Yes. You may proceed. 

Mr. Miutier. The Niagara River treaty with Canada dated Febru- 
ary 27, 1950, and ratified by the Senate on August 9, 1950, provides, 
after making certain that there will be at all times suflicient water 
running over the Falls to preserve the scenic spectacle, for the use of 
the remaining flow in equal parts by the United States and Canada 
for power production purposes, 

The Treaty does not in any way fix or determine who shall develop 
the power on the American side; whether a public agency or private 
enterprise shall undertake it was left for subsequent determination 
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and is, in any event, a matter of domestic and not international con- 
cern, The treaty provides only for the 50-year availability to the 
United States of one-half of the flow available for the production 
of hydre electric power. 

The Senate resolution of ratificatiog contained the following 
provision : 

The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provi- 
sions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it is specifically authorized by act 
of Congress. 

In connection with the foregoing language, the report of the Senate 
Committee on Foreign Relations stated that without this reservation 
the redevelopment would be subject only to action by the Federal 
Power Commission under the Federal Power Act, with the reserva- 
tion that a further act of Congress would be necessary before redevel- 
opment could take place. Therefore, the question is now squarely 
before this committee as to which agency, public or private, shall be 
authorized by Congress to proceed with the development of the addi- 
tional power from the Niagara River. 

There has been introduced a bill by Senator Lehman in the Senate 
and by Representative Roosevelt in the House providing for the rede- 
velopment of the waters of the Niagara River as a Federal undertak- 
ing. Under this bill the Corps of Engineers, United States Army, 
would design and supervise the construction of the American works. 
The bill also provides that the President would be authorized to turn 
over the power development to an authorized agency of the State of 
New York upon payment of the allocated cost thereof, providing 
that certain specifications in the marketing of power, et cetera, be met. 
In the event that the President and the State of New York could not 
reach an agreement, the bill provides that the United States would 
operate the project and the Department of the Interior would market 
the power. Once the Federal Government spent its money and the 
Corps of Engineers were there and in control, subject to an agreement 
to agree later, the day would never come, in my opinion, when there 
would be any agreement, and the Federal (vovernment would be in 
the power business in my area. 

As an attorney, I do not hesitate to prophesy that if the Federal 
Government developed the project, the day would never come when 
it would be turned over to the State of New York or any agency 
thereof. 

Senator Ives has introduced a bill in the Senate and Representative 
Cole in the House, providing for the development of the power by the 
Government of the State of New York through its public agency 
known as the Power Authority of the State of New York, and provides 
under certain conditions that the State of New York may, but does not 
have to, permit the transmission, sale, and distribution of power by 
private enterprise. 

Senator Capehart has introduced a bill in the Senate, and I have 
introduced a bill in the House, providing for the complete develop- 
ment of this additional power by private enterprise. 

The question to be resolved is simple: All groups, factions, and per- 
sons interested in this redevelopment agree that additional power is 
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vitally needed to fill the future requirements of industries which are 
essential to the national defense, and for the ever-growing needs of 
homes, industries, and farms throughout the entire Niagara Frontier. 
Its development should be undertaken by that organization which can 
most quickly and economically complete the construction program and 
deliver the power consistent with traditional American principles. 

In the past such functions as navigation, flood control, reclamation, 
irrigation, and sanitation, which are essentially and exclusively pub- 
he functions, have been advanced as justification for government own 
ership and operation of incidental power developments undertaken 
in connection with such public functions, but in this case it is clear 
that utilization of the United States share of the water available under 
the treaty for power production -purposes would in no way involve 
the exercise of the public functions of the United States. Here is one 
instance, the first instance, where the problem is confined to the naked 
question of the use of waters of a stream for power purposes only. 
The reasons usually found for government development of a power 
project at public expense are entirely absent. 

I might add that there is one other situation where power develop- 
ment is needed badly and where there is no private enterprise or 
utility able financially to construct the works or large enough to 
consummate the problem, and Federal funds are necessary. That 
has been forwarded as an excuse, but there will be adequate testimony 
before this committee that that situation is not present in the State of 
New York in regard to this power development. 

We are to decide practically for the first time whether the Federal 
Government, in addition to its numerous other activities, is now 
going into the power business. 

I do not own a single share of stock in any power company, nor 
does any member of my family. It is because I believe sincerely 
that the system of private enterprise is what made this country great 
that I favor this development by private enterprise. In addition 
thereto, in this case there are unusual and compelling reasons why 
the redevelopment of the Niagara River can be accomplished most 
efficiently and most economically by private enterprise. The sole 
public function here invelved is the preservation of the scenic beauty 
of the Falls, which has been estimated to involve construction cost- 
ing some $2,000,000, which under the treaty will be borne equally 
by the United States and Canada, and of course would have to be pro- 
vided for by private enterprise through any license it might get 
through the Federal Power Commission. On the other hand, the 
Bureau of Power, on the basis of January 1949 price levels, has 
estimated the cost of the power redevelopment at $308 million to 
$350 million. 

It is my understanding that adequate and irrefutable evidence will 
be presented to this committee that private enterprise is able and 
ready to finance the power redevelopment in its entirety, so that it 
can be accomplished without the use of $1 of public funds. When 
our taxpayers are already staggering under the load of heavy taxes 
because of expenditures for mobilization and defense and for eco- 
nomic and military assistance to other nations, why should we use 
$350 million of their money for something which private capital is 
ready, willing, and anxious to do? I would rather see those public 
dollars going into tanks, guns, or airplanes. 
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The Niagara Mohawk Corp., which presently develops the power 
on the American side of the river, is the only company which has 
actually constructed and operated hydroelectric facilities on the 
river. The company through time and experience solved the prob- 
lems of producing hvcdroelectric power, particularly the control of 
ice, and the company already owns the riparian lands and the rights- 
of way required for the additional development. It would be possible 
for this private enterprise to start construction immediately and 
make additional power available far earlier than is possible under any 
public development. 

All bills provide for this redevelopment to be in substantial ae- 
cordance with the project plans as outlined in the report of the Bureau 
of Power of the Federal Power Commission dated September 28. 
1949, entitled “Possibilities for Redevolpment of Niagara Falls for 
Power- -Niagara River- New York.” 

It should be noted at this point that representatives of the Niagara 
Mohawk Power Corp. cooperated with the Bureau engineers and those 
of the Power Authority of the State of New York in preparing this 
plan, and that all who took part in the study are in accord concerning 
the basic engineering recommendations, and it should be noted further 
that long before this plan was worked upon engineers of the Niagara 
Mohawk and its predecessor companies have long made continuing 
studies of the most effective deve lopme nt of hvdroe lectric power on 
the Niagara River. In the early 1920's the Niagara Falls Power Co.., 
a predecossor company, constructed a large-scale model of the Falls 
and the Niagara River. The model, 100 van square and built to the 
scale of the Falls and River, was used by company engineers, Army 
engineers, and other engineering eth oonity ro study the use of additional 
water from the Niagara River for the development of hydroelectric 
power, and at the same time the studies included not only the preserva- 
tion, but the improvement of the scenic beauty of the Falls. As a re- 
sult of these prolonged studies, the company presented a plan for the 
over-all development on the American side of the Niagara River to 
the Federal Power Commission as early as 1920. 

That plan submitted by the company in 1920 cloes not differ mate- 
rially from the redevelopment plans now recommended in the report 
of the Bureau of Power of the Federal Power Commission. Subse- 
quent studies have fully confirmed the technical and economic sound- 
ness of the private utilities’ original plan. The experience of Niagara 
Mohawk and its predecessor companies in power development on the 
American side of the Niagara River goes back over TO vears. So from 
the standpoint of being financially able and having the engineering 
know-how, it must be conceded that the private utility is the agency 
able most expeditiously to redevelop Niagara Power. 

Niagara Mohawk engineers have previously testified in other hear- 
ings that in the absence of shortages of material and equipment the 
first stage of the development could be completed in 5 years, making 
available approximately 335,000 kilowatts. The true fact is that the 
Senate just recently—just last month—passed an appropriation of 
$1,000,000 to enable the Army engineers to commence preparatory 
studies and the preparation of plans which Niagara Mohawk com- 
pleted 50 years ago. 

We now, therefore, get into that field of argument advanced by the 
exponents ot publie power that water rights belong to the people, and 
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that through public development, where there is no profit motive, the 
public will receive the power at cheaper rates, It is niy sincere Col 
tention that that theory is wrong in essence and is simply not true. 
In the first place, the law as it now stands, and my bill, provide in 
substance for the issuance of a license by the Federal Power Com 
mission to that private corporation which could demonstrate that 
‘ould commence construction promptly and prosecute 10 CO complet 1) 
The license would incorporate all of the existing provisions of the 
Federal Powe} Let. W hich have heretofore been deemed fully ale ql ate 
to protect local end national interests in the development of powel 
through the use of the water of nav ivable rivers, In addition tl ereto, 
the rates would be set by the Public Service Commission of the State 
of N \ York, and, as has always been the case, private enterprise 
would be restricted in its rates to prov ide only a fair return on invest 
ment, an investment, incidentally, owned by thousands of share 


holders, all of whom pay taxes on their income. 

The report of the Bureau of Power, hereinbefore referred LO, has 
pointed to the difference between the estimated cost to the consume? 
of electric energy from a public as compared with ‘} private develop 
ment. You will note from examination of the report that that differ 
ence is practically solely attributable to the estimated taxes to be paid 
n the event of development by a private company and to a slight 
differential in the cost of raising capital. In 1949, in the Buffalo 
district of Niagara Mohawk more than 84,800,000 in taxes were paid, 
which represented about 20.4 percent of its entire revenue. It is esti 
mated in the same report that if this redevelopment Was pel formed by 
private enterprise, private enterprise would pay an estimated 
$23,000,000 annually for Federal, State, and local taxes. Neither the 
report of the Bureau of Power of the Federal Power Commission not 
the Lehman nor the Ives bill makes any allowance for or provides for 
payments in lien of taxes if the project were publicly developed and 
financed. That isas I testified in the Senate hearings. After I made 
that statement, Senator Lehman amended his bill to provide that 
there would be payments to the localities along the TVA formula in 
lieu of taxes, and I noticed that vesterday Representative Roosevelt 
amended his bill. But that does not mean a single thing. The TVA 
formula in lieu of taxes is nonsense. The TVA pays about one-tenth 
of what they would pay in regular taxes under this formula in lieu 
of taxes, so that if this formula were used here my community would 
get about one-tenth of what they get from the tax structure under a 
private utility. The result would be, if publicly developed, the ex 
penditure of approximately $300,000,000 of the taxpayers’ money, and 
a tax loss annually of approximately S25. 000000, plus taxes paid on 
incomes of the shareholders of private enterprise. I believe in these 
times that would be an economic catastrophe. 

Of course the Government, which pays no taxes, could sell power 
at a proportionately decreased rate, but the consumer would have to 
dig down in his pockets to make up for the annual loss in tax revenue, 
and he ends up just about where he started financially, except that 
his Gcovernment has eotten bigver, its pavrolls larger. and has el 
croached into a field heretofore reserved to private enterprise. 

The people I represent want less Government and not more Gov 
ernment. If the argument for cheaper power were to be carried to 
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its logical conclusion, it could be applied to the manufacture of auto- 
mobiles, rubber tires, or clothing, since if business engaged in those 
activities, paid no taxes, they of course could sell their products that 
much cheaper. A complete and total application of the principle in 
all fields of economic endeavor would be total, complete, and absolute 
socialism. 

The people of my district will suffer greatly unless this power is 
developed by a taxable enterprise. At the present time the Niagara 
Mohawk Co. pays in taxes to the city of Niagara Falls, which is in my 
district, an amount equal almost to one-fourth of the city’s entire 
revenue. If allowed to develop this additional power, it would be 
required to pay an estimated $9,500,000 annually to the local city 
government. If that source of revenue is denied to the municipality 
of Niagara Falls, I do not know how the remaining real estate owners 
and taxpayers in the city of Niagara Falls can absorb the loss of 
revenue. I am afraid of what it would do to the city of Niagara 
Falls, which now provides municipal services to some of the most 
vital defense industries in the Nation. It will be contended that the 
additional development by the Federal Government or by the State 
of New York will not affect the present ownership and operation of 
the private enterprise now developing power on the Niagara River, 
but you know as well as I do what the eventual consequences would 
be. Until the private rights under the existing license expire in 20 
years on March 2, 1971, they would be slowly driven out of business 
by an unfair competitor, which pays no taxes, so that on March 2, 
1971, the private license will not be renewed either by arbitrary action 
of the Government or the private enterprise would not find itself 
financially able or deem it profitable to make application for an ex- 
tension of its license. 

The people in my district are considerably worried about the pros- 
pects of, in 20 years being saddled with a great big Federal or State 
TVA. My people have been served well by the private utility, which 
has served them for 70 years, and its tax payments have been a prime 
source of local revenue. We ask those in the Nation’s Capital not to 
destroy one of our great sources of local revenue by injecting the long 
arm of the Federal Government into still other fields of activity in 
our area. 

The average cost to the residential and farm customers of Niagara 
Mohawk for power wes 21% cents per kilowatt hour in 1950, as com- 
pared with the national average of 2.89 cents per kilowatt-hour, and 
the rate has been further reduced just recently on May 1, 1950. 

In conclusion, I wish to state that to permit this redevelopment by 
private enterprise would be entirely consistent with the traditional 
principles of American economy, which have made this country the 
greatest in the world. 

I trust that this committee will immediately give approval to the 
bill providing for the redevelopment of the Niagara River by private 
enterprise. 

Now, Mr. Chairmaa, I would like to take about 4 minutes to answer 
some of the arguments proposed by Mr. Roosevelt yesterday, if I may, 
and then I will be willing to answer any question. 

Mr. Larcape. You may proceed. 

Mr. Miiier. Mr. Roosevelt stated on page 2 of his statement that 
a power shortage in World War II forced an aluminum production 
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plant to move to another State. I do not believe this to be factually 
true. The actual fact of that situation, however, will be explained to 
this committee by the president of Niagara Mohawk, who is here. 
However, I want this committee to know that is not to be taken as any 
reflection upon the services of Niagara Mohawk, and I do not think 
Mr. Roosevelt meant it to be so, because the public utility developing 
the power on the Niagara River has utilized up to this very day all of 
the available flow authorized to date and is ready to utilize the in 

creased flow made possible under the treaty. ‘The only reason that 
there is not more power in our area is because there is no authoriza 

tion for its development by the Congress. 

Mr. Roosevelt stated that the treaty as ratified by the Senate pre- 
cluded the licensing of private enterprise under the Federal Power 
Act, because of the fact which I just gave you in my original statement : 

The United States on its part expressly reserves the right to provide by act of 
Congress for redevelopment, for the public use and benefit. * ’ 

I am presuming that there Mr. Roosevelt’s contention is that since 
the Senate by its ratification stated it was to be developed for the 
public use and benefit that it precluded the licensing of private inter- 
ests under the Iederal Power Act. 

Senator Lehman made the identical statement before the Senate 
committee on this bill, and I do not believe that any member of this 
committee would subscribe to that theory. If that were true, then asa 
Congressman representing four hundred thousand people in the area 
I would be precluded from having a vote or a voice on such a matter 
as this, which changes the economic philosophy and condition in my 
area. We have had enough prerogatives taken away from us in th 
House of Representatives now, without having the prerogative of 
determining such matters as this left in the hands of the Senate by 


treaty ratification upon which we have no vote at all. The Senate 
said “Congress,” and when it said “Congress” I presume it meant 


we had a right to vote upon who is going to develop the power in the 
Niagara River, and there is no preclusion by the treaty for private 
utilities, because a private utility is and has always been considered 
to be a public instrumentality, hav Ing the right of ¢ ondemnat on and 
being controlled and regulated by public service commissions. 

Mr. Roosevelt stated that in the hearings a year ago no opposition 
to this project was offered by any witness. That is true. No oppos 
tion was otfered to the development of the project hecause we all agree 
that it is vitally necessary that this additional powel be developed 
and developed as expeditiously as possible. 

A year ago Mr. Machold, of the Niagara Mohawk Power Corp.., 
testified—just as he will testify now—in favor of development by 
private enterprise. 

On page 3, Mr. Roosevelt stated that the operation of the power 
plants will affect the navigability of the Niagara River. That has 
only recently been seriously contended by the Corps of Army Eng 
neers. That did not come up a year ago. 

The point is that the very purpose of the existence of the Federal 
Power Commission, as set forth in the basic act creating the author 
ity, is to incorporate in all licenses issued for the development of 
power provisions and safeguards concerning the navigability of 
waterways. The Federal Power Commission can control that fea 
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ture as it always has with the law as it now exists, so that navigation 
cannot be adversely affected by development by private enterprise. 
The Federal Power Commission, with its experts, is perfectly com 
petent to incorporate all safeguards and conditions and provisions in 
any license it olive to private enterprise, to make ive tiat the 
navigability features of the river are not Impatred. So that Is no 
argument for changing our philosophy of government. 

Mr. Roosevelt called the project self-liquidating. Phat might be 
true, but | would like to have a record Ly bore this committee of he 
money returned to the Federal Treasury expended for Federal power, 
and L would be willing to wager that in every case the return has 
been normal as compared to the Federal Investment. Of course, it 
would be self-liquidating, and, of course, the Government does not 
have to pay as high interest rates, but that condition would prevail if 
the Government bought the General Motors Corp. or Chrysle1 Corp. 
If the Government owns everything and operates everything, pri 


vate capital interest rates and profits become academic issues, but so 


if 


do taxes. 

Mr. Roosevelt also stated that the private enterprise system as re- 
ferred to by me is a misapplication of terminology, since a utility is 
a regulated monopoly and as such is not subject to competition. It 
would seem that in that statement he advances my argument that 
since it is regulated in the public interest we do not need further 
(covernment encroachment. But in the sense that it is managed by a 

‘rad of directors, re ponsil le to investors, and when it is financed 
by private capital, it certainly comes within the general understand- 
ing of the term “private enterprise” as compared with Government 
ownership. 

On page 4, Mr. Roosevelt points to Canada as the country we should 

, 


mitate as far as this project is concerned and as far as the way they 


are developing then power on their side of the river. It has always 


been mn understanding that we became the greatest ¢ ountry in thre 


’ ° | | 
world because we created a system of rovernment comparable to 


none in the world. If the people of Eneland or any of ts possessions 
wish to drive on the left side of the road, it 1s their busine s, but you 
do not advocate it fol any Col stituent or anv country. It Is a sid 
wh rmry rel ly whet we have to pont to the \ fens of other coun 
tries for euidance., when it has always been my understanding that 
the economic system prevailing In Our country ts what has placed us 
nan econom » condition to help other countrie If you study the 


anadian svstem across the river, with its freedom from taxation and 
Crovernment subsid es, I tilt you will find t] ao cheap powe r through 
public ownership ts the illusion of the dreamet 

Mr. Roosevelt cot tent!y referred to the fact that President Tru 
rid would probably veto any bill author mr the develonpm : ) 
power D\ private enterp! e, and that such an authorization would be 


reversal of the Federal Government’s policy over the last ZO years. 


1 do not doubt that the President would veto it, and it certainly 
ld he a reve lof thi rnment’s trend ar y the 
would eareversal ot th (government tren mda policy during the 
past ~U vears I cay onlv state that if we do not. soon start reversing 
the trend ¢ thy last 20) vears, begin iy with t olect, the eata 
. 1 ; 1 
trophe to the Ame 1! people v ll] be be add mower to ae ribe 
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ness if Federal powell ~ located 1! this aren, be ise OTF The ove! 
whelming qaenial a fol all available pow? r. Is ricth LOUS « oO counts, 
Of course, in time of war all marginal and submarginal oj tions are 
utilized: and, of course, if it is Mr. Roosevelt's idea that we are prol 
ably rong to hay \ ars allthe time then suchana Cl »} Tit have 
some lool 0 il ln time of peace aha norm ley, owever, Wh - 
what we are looking forward to, private enterprise, burdened with the 
necessity of paving enormous taxes, could not compete with operatio 
by the Federal (government. 


W hat s live re oby ous Is that the pris ite rights on the er eXNDpire r) 


vears, and if vou have alongside the private rights the Federal 


project, assuming even that private enterprise applied Tor a re 


ice of its | cense, if probably would never get it. 

Mr. Roosevelt pointed out that water power as a natural reso e 
was different from t mber and minerals. in that there was only « 
geographical source of hydroelectric power, while those who owned 


Ith nerals Im one location competed with those who owned the same 
resource n other locations. | presume that Ss precist lv whv the 
Federal Gover} ment o1 any other government has never ti ed to inter 
fere in any way with the prerogatives of private ownership of timber 


and minernrls, but in regard to water power | here is the Federal Power 


Commission, and in New York State the public service commission, 
which have alway s been determined to be adequate for the protection 
of the rights of the public in and to the sources of water power. This 
is the first time when, for the purposes of power only. the Federal 
Grovernment has ins nuated that (rovernment ownel mp ms the onty 


WAV TO protect the ! iohts ot the people. 


I hold no brief for, nor am I familiar with, the philosophy of 
(rovernor Sm th and Roosevelt. but as to the pre ent situation n New 
York. it is hi understanding that the St ite of Ni \\ Yor] - maka ran 


effort to secure the power rights as a State institution onlv be ause 


i 


they feel that the ipplication Of private enterprise n present day 
Washington. evel though pretel ible. would he doo} ead to fa re. 


] ] . 
and thev mak: appl eation to carry it out as a prerogative of State 


rights rather that hazard the chance ot having " big Fede) 1] ‘| VA 
people of the State of New York. 
Now. the Honorable Congressman Magee. a member « 
mittee, dwelt at some lel oth l the ta t that in Te Neccee o \ | bama 
t public WELT sold the powe1 ata 4.500-percent pt nt. | hbeleve that 
he stated for the record that the comp ny bought TatzZzn ls and sold 
tat 10 cent cross the river. I do not have anv knowle ve of that 
act nor «d | I \ V Tre ais in yy { »| | fe ( States Pe} 
haps the failure of the utility commissioners adequately to safeguard 
the interests of the nec plein those Stites. duetotheo e-party vstem 
iownh thel Inoany ent. that has no releva vu ta Ne : ! ; 
ere ( Ve nad i ive { ( Lp rit ( ! 
ervice comm ne ad delitionl chiceunee-and | 
weltTare r The Mec ‘ t e} e. 
I t| ne that | nt get throug iv ft ek head 
to M \I ar ! nd Oo i else ! nal | ‘ 
1) } t\ ried cle i ) to he. 7 est res \\ 
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utilities commissions of the various States do not seem to be doing 
their job. Outside of the one instance referred to by Mr. Magee, I 
know of no case where they do not do a good job in the States, but 
I do know that in my opinion the poorest place for increased power 
isin Washington. The advocates of Federal power are not advocates 
of Federal power; they are advocates of Federal political power. 
We have no deep freezes, Merl Youngs, or General Vaughans in New 
York State. 

For the sake of my children and my children’s children who live 
in the Niagara frontier, I would state that I would have more faith 
in the development of this project by private enterprise, regulated 
by the Public Service Commission of the State of New York, than 
I would have in having the Federal Department of the Interior up 
in my neighborhood in the power business. 

Mr. Larcape. May I inquire how much more you have ? 

Mr. Mituer. One minute. Just one statement. In conclusion, I 
can only state that I feel in this affair as though I were batting my 
head up against a stone wall, but I do not seem to know who is behind 
the stone wall. except those few officeholders, elected and appointed, 
who seem to enunciate what is the present Government policy. 

[I was in Germany during the last war, and I studied the Nazi Gov- 
ernment. I came away with a very clear idea that the government 
policy in Germany was only what Hitler wanted, but when I came 
hack to America I hoped that I would find, after having seen democ- 
racy at its worst, democracy at its best. That public poliey is what 
the people want. 

Now, in favor of Government ownership of this project you will 
hear from the Corps of Engineers, from the Bureau of the Budget, 
from the Federal Power Commission, and from certain prominent 
statesmen. I live in the Niagara frontier, and if I were under oath 
I would sav to you that od » percent of all the hundreds and hundreds 
of communications | have received from the people of the State of 
New York and I am not talking about persons directly connected 
with the power industry; I am talking about customers and consum- 
ers—have been in favor of private enterprise. All of the newspapers, 
Democratic and Republican, are editorially in favor of private enter- 
prise. All ot the lab rr unions representing we rkers in the power in- 
dustry are for private enterprise. So. since the stockholders and 
managers of private power companies, al dl all the consumers and 
customers and taxpayers in the area, the employees and workers, do 
not want Federal development, who in God's name 1s ineluded in 
that group that so Many people seem to be solicitous about ? If the 
desire ot the public is to he the public policy, then this power project 
should be developed by private enterprise: otherwise, in my opinion 
this will be another concrete example of the fact that democratic 
processes in this country are no longer realized. 

That is all, Mr. Chairman. 

Mr. Larcapr. Thank you very much, Congressman. You certainly 
have covered the subject. 

Any questions by the gentleman from Missouri ? 

Mr. Maaer. I want to commend the gentleman. He has made a fine 
statement. Our philosophy on private and public power differs. I 
think no useful purpose would be served, and I never make a practice 
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of trying to cross-examine a colleague. He made a fine statement from 
his standpoint. 

Mr. DoNDERO. Just one comment. You brought out yesterday, Mr. 
Magee. the increase in the cost ot electric power in the ‘| VA area 
from 2 mills to 10 cents. There was handed to me a memorandum to 
the effect that now the Tennessee Valley Author ity sells power to the 
REA cooperatives for a little better than 5 mills per kilowatt-houw 
and that the cooperatives sell this power for approximately 5 cetits, 
or an increase of 1,100 percent. Maybe that is an unconscionable 
profit, too, and it bears upon the subject. 

I have no further statement. 

Mr. Larcapre. The gentleman from Michigan, Mr. Machrowiez. 

Mr. Macnrowicz. Do I understand that my dist neuished colleague 
agrees W ith the necessity ot the development 4 

Mr. Mitter. Wholeheartedly. 

Mr. M ACHROWICZ, Do you believe that there s eno ih demat d for 
power to take care of the amount to be furnished le that project, | ius 
the available power how ¢ 

Mr. Mituer. Yes. 

Mr. Macwrowicz. Then what economic harm could come to the 
Mohawk Valley / 

Mr. Mituer. Now we have a war in Korea. We have tremendous 
operations in our defense industries in the area. * That, of course, is 
not the Only point, The point 1s that. presuming that you have this 
power development which, as was testified vesterday, will produce 
four or five times the power that is being developed there now, the 
private rights expire on this river in 20 years—in 1971. If you have 
a Federal agency producing five times as much power on the river as 
the private agency and the private agency is right next door and they 
have the same customers or serve the same area, What do vou th nk is 
going to happen in 20 years‘ Do you think they are going to renew 
the pl Ivate rights / Of course not. It is just the hegi ning of a trend 
which Lam trying to stop. 

Mr. Macurowicz. I was interested in your remark that the adoption 
of the Roosevelt Lehman plan would be ah econo catastrophe. 

Mr. MILLer. It would be, because of the tremendous loss « t tax 
revenue at this Time, 

Mr. Mac HROWICZ, Would you say the TV was an economic Ca 
tastrophe ¢ 

Mr. Miuurr. I do not think the situations are particularly parallel. 
Iam not in favor of it; no. 

Mr. Larcape. The gentleman from Oregon, Mr. Angell. 

Mr. Anegeti. I want to commend by colleague for the very fine 
statement he has made. 

In your studies have you found that the Federal Government in 
any other instance has made a majo. development of hvdroelectri 
power where it was not in connection with a multiple project / 

Mr. Mintzer. I have not. 

Mr. ANGELL. It is mi understanding that that is correct. 

What purpose would be served in having the Federal Government 
develop this power and turn it over to the State of New York—— 

Mr. Mintier. None. 

Mr. Ancevy. Rather than allowing it to be developed directly, 
either by the State of New York or by private enterp! ise f 
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Mr. Miter. In the first place—I do not want to cast aspersions 
upon the opinions of anyone—the Power Authority of the State of 
New York, in my humble opinion, is not equipped to carry out this 
project. Up to the present time, they have only operated one small 
transmission line which they have leased from the Niagara Mohawk 
Power Corp. They have no staff of engineers or background of know- 
how. I could see nothing to be gained by that proposition. 

The Niagara Mohawk Power Corp. has a staff of engineers who 
have done nothing for years and years but study the development of 
hydroelectric power on the Niagara River. They have the plans and 
blueprints all drawn. If we were in a Committee of the Whole and 
this bill were passed today, they could start tomorrow, and they would 
have this thing completed and the power supplied and transmitted 
far more rapidly than could any other agency. As will be testified 
before the committee, all of the power companies of the State of New 
York have united in this application and will produce irrefutable 
evidence that they have all of the money necessary to proceed and 
complete this thing immediately. 

Mr. AnGe.u. I take it from your testimony and that of your col- 
league, Mr. Roosevelt, and other witnesses that there is no controversy 
involved on the question of development of power. 

Mr. Miuuer. As to the necessity of it. 

Mr. Ancevy. All of you agree the power should be developed. It 
is only a question of who should do it, whether the Federal Govern- 
ment should do it and turn it over tothe State of New York, or whether 
we should license private enterprise or license the State of New York 
itself. 

Mr. Mrutrr. That is true. 

Mr. Larcape. The gentleman from Oklahoma, Mr. Steed. 

Mr. Srrep. No questions. 

Mr. Donvero. Is there anywhere in this controversy any evidence 
to show any indication that private enterprise will be permitted to 
expand its development of power? 

Mr. Mitier. I don’t think I follow your question. 

Mr. Donpero. Is there any evidence in this controversy that the 
Mohawk Power Co. in your area will be permitted to expand its 
facilities to produce more power ¢ 

Mr. Macnrowicz, Is there any evidence it will not be permitted to 
expand ¢ 

Mr. Miuier. No, except exactly what is incorporated in the bills. 
I mean there is only so much water available under the treaty, and if 
the bill by Mr. Roosevelt or the bill by Mr. Cole provides that all 
of that available flow shall be developed by the Government, it does 
not leave any for private enterprise. Is that what you mean, Mr. 
Dondero ¢ 

Mr. Donpero. That is what I mean. 

Mr. Larcape. The gentleman from Ohio, Mr. McGregor. 

Mr. Donnrero. I want to clarify my colleague’s statement. As I 
understand it, if Senator Lehman’s bill were passed or Mr. Roosevelt’s 
bill were passed, there will be no possibility for private enterprise to 
expand ¢ 

Mr. Mruuer. Absolutely not. There will be no water left. 

Mr. Macurowicz. I want to compliment my colleague on the state 
ment. I think you covered the waterfront arid did a very excellent job. 
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Mr. Donvero. I want to add my own compliment to that. 

Mr. Larcape. The chairman is glad to announce that the distin- 
guished chairman of the committee has come in and is sitting with the 
committee. Do you have any questions, Mr. Buckley ? 

Mr. Buck.ey. No questions. 

Mr. Larcape. The gentleman from California, Mr. Scudder. 

Mr. Scupper. I want to commend the gentleman for the very fine 
statement he has made on this particular project. It has been awfully 
hard for me to countenance the complaints of a State government 
that rates are excessive when the Governor has the right to appoint the 
commission. 

Mr. Mier. I cannot figure it out either. 

Mr. Scupper. If the rates are excessive, it is a reflection against 
the appointive power and not against the utility operating in the 
community. 

Mr. Mitier. That is right. 

Mr. Scupper. I appreciated very much your statement, because we 
are apparently looking everywhere for taxes, the private utilities 
are one of the large sources of taxes for the Federal Government, I 
think we should take recognition of this and try and keep private 
enterprise functioning. 

Mr. Larcape. The gentleman from Tennessee, Mr. Davis, is recog- 
nized. 

Mr. Davis. What effect does this have on the Falls itself? 

Mr. Mitirr. You mean on the scenic beauty / 

Mr. Davis. Yes. 

Mr. MILcer. It may have some. Of course, that is not relevant to 
the issue. because if all of the available flow is developed, either by 
the Army engineers or by the Federal Government or State of New 
York or private enterprise, the effect on the scenic beauty would be 
the same. 

Mr. Davis. I realize that. 

Mr. Mitcer. It is estimated that if it is handled in a competent man 
ner the effect on the scenic beauty will be little, indeed, if any. 

Mr. Davis. Not perhaps notable to a casual observer ? 

Mr. Mitier. Perhaps not. It is hoped it can be done without that. 
At least the damage to the scenic beauty, if any, will be small in pro- 
portion to the oreat 200d accomplished by the acquisition of the 
vitally needed power. 

Mr. Davis. Your statement is very interesting. 

Mr. Miniter. Thank you. 

Mr. Davis. That is all, Mr. Chairman. 

Mr. Larcapre. Thank you very much, Congressman. 

Mr. Minier. Thank you, Mr. Chairman. 

Mr. LARCADE. We are very olad to have had you before the Con 
mittee. 

Mr. LARCADE. For the benefit of Senator Lehman and other inte 
ested gentlemen, I might repeat again that the committee finds itself 
behind in its schedule, due to the witnesses having consumed nore 
time than we had anticipated vesterday and for the further reason 
that there has been some confusion in the listing of witnesses today. 
We had four WwW itnesses who were scheduled to appear first th Ss mol , 
Ing, and unfortunately we are unable to hear them all at the same 
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time. Congress has established a precedent that the sponsors of a 
bill are usually permitted to be heard first, especially if they are 
colleagues. 

If it is agreeable to Senator Lehman and the rest of the gentlemen 
concerned, we would be glad at this time to call on our colleague. 
the gentleman from New York, Mr. Cole, to testify in support of his 
bill which is being considered by the committee at this time. 


STATEMENT OF HON. W. STERLING COLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Coe. Mr. Chairman and ventlemen of the committee, instead 
of taking 10 minutes, such as was allowed to my friend from New 
York, Mr. Miller, I sha'l be satisfied with approximately 4 minutes. 

Mr. Larcapr. Thank you. 

Mr. CoLe. The bill which | introduced was handed to me for that 
purpose by the chairman of the New York State Authority, who is a 
resident of my congressional district. That is the bill H. R. 5099, 

Further than the fact that I introduced it by request, so to speak, 
I really feel that it presents a satisfactory solution to a problem which 
is difficult but which everybody agrees must be solved. 

As Mr. Miller has indicated, there is ho dispute eveh, to my surprise, 
from the private power developers and operators themselves. They 
admit that the power available in Niagara Falls must be made avail- 
able to the public. The only dispute is the question of by whom 4 

There are two points that Mr. Miller made that I want to subseribe to 
completely. One is that the people of New York State, in my mind, 
without any question whatsoever do not want the Federal Government 
coming into New York State to develop the power available at 
Niagara. If it is to be done by the public at all, it must be done by the 
authority which the people ot the State themselves have created for 
that purpose. 

Mr. Miller indicated that the power authority is not equipped to do 
this job because it has been in existence for 20 years and has done 
nothing except operate a small transmission line. Of course that is 
true. The fact is that the power authority was created for the very 
purpose of developing the power at Niagara Falls, the thing that it 
seeks to do by this bill. 

The other point that Mr. Miller made which I want to emphasize, 
and upon which I have prepared a memorandum that I will submit 
tothe committee, is with respect to the constitutionality of the Lehman 
Roosevelt bill. with respect to the constitutional authority of the Fed 
eral Government to embark upon a commercial activity related to the 
development of power which has no connection whatsoever with flood, 
remedial works, navigation, reclamation, or all of those other tradi- 
tional purposes for which public funds have been expend d and from 
which power was an incident to the development. 

The latest Supreme Court opinion on the subject, so far as I am 
advised, was in connection with the Tennessee Vailey Authority, and 
the Supreme Court at that time said: 

The Government rightfully conceded at the bar, in substance, that it was 
without constitutional authority to aequire or dispose of such energy except 
as it comes into being in the operation of works constructed in the exercise of 
some power delegated to the United States. 
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At that time the Government was represented by Mr. Stanley Reed, 
the Solicitor General, and who as you know is now a member of the 
Supreme Court. In his argument to the Supreme Court at that time 
Mr. Justice Reed said: 

If we determine that this act, while stating that it is for navigation, national 
defense, or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid. 

I think there is no questien whatsoever but that the Lehman-Roose 
velt bill, while it may be acceptable in the minds of those who sul 
scribe to the principle of public power generally, Is actually from a 
legal standpoint beyond the provisions of the Constitution. 

The reason why | favor the development by the State aut) ol ty 
rather than private enterprise is that inherently | favor private 
t hnterprise. If this job could be done by private enterprise W thout 
creating a monopoly, I certainly would favor it being done by private 
enterprise, but the very circumstances of this development mean 


that if the job s to be dome hyy | private corporatiol or a TO ip ot 
corporatiol =. that single corporation Ol group hiust be oiven a mo 
hopoly, ind | believe—of course. vou all agree—that traditiol lly 


the American people and the American Government, both State and 
Federal, have been opposed to monopolies. Why should we now 
create a monopoly in this instance / 

That sue inctly states my position, The Federal Government has 
no constitutional authority to develop power in New York State in 
the Niagara River, because everybody agrees that there is no flood 


control problem related to it. ‘| here is no wvrigation nor any of the 
other incidentals of which power development is an incidental. The 
people ot New York State do not want the Federal Government de 


veloping the powel iil the Niagara River, ana the Very force of 
circumstances makes it unpossible for the development to occur by 
private enterprise. 

That is my statement. ] hope I have kept within the 4 minutes, 
Mr. Chairman. 

Mr. Larcapr. Thank you very much, Congressman. We are very 
glad to have you appear before the committee. 

Any questions by the ventleman from Missouri / 

Mr. Macer. No questions. 

Mr. Larcape. The gentleman from Michigan. Mr. Machrowicz? 

Mr. Macurowicz. I have one question and that is relative to the 
objection made to your bill previously by Mr. Roosevelt. Section 2 
of your bill gives no assurance of accomplishment of the project. In 
other words, it sets no time limitation within which the government 
of the State of New York must act. What do you say as to that? 

Mr. Corr. I was not aware that that was a criticism of sufficient 
nature to be brought to the attention of the committee. I concur that 
if there is any doubt in that respect the bill should be corrected to 
require that the State authority does move under the permission 
granted by this bill within a reasonable period of time. 

Mr. Macnrowicz. Since such an objection has been raised here as 
to the time factor, do you not think such an amendment should be 
made ¢ 

Mr. Coir. I would heartily subscribe to that. I think the period 
of time is something of a technical nature to be determined by the 
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engineers. Any period that is reasonable within which the engineers 
estimate the job can be done conceivably should be required. 

So far as the financing of the project is concerned, I neglected to 
state that, while the private industries have indicated that they have 
the capacity, there is a very serious doubt whether they can raise the 
funds necessary to dothis. The State authority has the assurance that 
the funds necessary will be available. But with respect to that one 
criticism, it can be corrected and I urge that it be corrected. 

Mr. Larcape. Is that all, Mr. Machrowicz ? 

Mr. Macurowicz. Yes. 

Mr. Larcapr. The gentleman from Oregon. 

Mr. AnGeui. I want to compliment my colleague for the fine state- 
ment he has made. 

Was the case you cited in the Supreme Court directly on the issue 
as to whether or not the Federal Government has constitutional au- 
thority to develop hydroelectric power when it is not in connection 
with a multiple-purpose project ? 

Mr. Cole. The date of that decision by the Supreme Court was in 
1936, and it is my recollection that that is the time at which the consti- 
tutional authority for the creation of the Tennessee Valley Authority 
was raised. It was based upon the question of whether the Federal 
Government had the authority to embark on power development unless 
it was connected in some respect to the powers conferred on the Fed- 
eral Government by the Constitution, that is, relating to navigation 
and protection of property through flood control. 

Mr. Angell. Of course, the Federal Government has ample author- 
ity to develop hydroelectric power in connection with river develop- 
ment or flood control. 

Mr. Coir. That is true. 

Mr. Anceii. But the question as to whether or not it can inde- 
pendently develop hydroelectric power as private enterprise would do, 
is not that issue yet to be passed on definitely by the Supreme Court ? 

Mr. Cole. That is correct, but based upon the dictum of the Court’s 
decision and the arguments of the Government at the time the decision 
was made it is indicated that the Federal Government has no authority 
to develop power by itself. 

Mr. Angell. Would there be any difference in the development if it 
were a steam plant, we will say, developed by the Fede il Government 
not in connection with another hydroelectric plant, but an independ- 
ent operat ion by the Federal Government developing power by steam ¢ 

Mr. Cole. I think, Mr. Angell, that you have a very good point. I 
can see no difference whatsoever, except this difference: As I have 
indicated, it is my viewpoint that private industry cannot develop the 
power at Niagara Falls. It must be done by public authority. 

Mr. Angell. It could be done by the State of New York ¢ 

Mr. Cole. That is right. 

Mr. Angell. That is all. 

Mr. Larcape. Any questions by the gentleman from Ohio, Mr. 
McGregor? 

Mr. McGrecor. I have no questions, but I want to concur in the 
statement of my colleague in complimenting my colleague from New 
York on the manner in which he has, as usual, presented the subject. 

Mr. Larcape. Any questions by the gentleman from Oklahoma, Mr, 
Steed ? 
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Mr. Sreep. No questions. 

Mr. Larcapr. The gentleman from Maryland? 

Mr. Fatiton. No questions. 

Mr. Larcave. Mr. Chairman, any questions ? 

Mr. Buckiey. Yes, Mr. Chairman. Mr. Cole made a statement 
about the State of New York. Do you mean the public officials or 
the ae 

Mr. Cote. I mean the people of the State. My statement was 
that in my opinion, and it 1s an opinion that has no reservation what- 
ever, the people of New York State do not want the Federal Govern- 
ment to deve lop the power potential of the Niagara River. 

Mr. Buck.ey. If they thought they would get it cheaper, do you 
think the people would be against it ¢ 

Mr. Couz. The evidence I have in support of that statement is the 
fact that the New York State Power Authority was created by the 
New York State Legislature 20 years ago, and it was created for the 
purpose, by a Democratic administration, of developing power at 


- the Niagara River. So far as I know, there has never been any serious 


effort in the intervening 20 years to repeal the jurisdiction of that 
authority. So I think it is a pretty fair assumption that the people 
of New York want themselves to develop the a at Niagara, 
whether it is done by Republicans in Albany or done by Democrats. 

Mr. Buckiey. Well, never at any time in 20 years have the Demo- 
crats had control of the Legislature of New York State. 

Mr. Coxe. I do not think that is right. 

Mr. Bucktry. Governor Lehman would probably know. 

Mr. Core. The expert is right behind me. 

Senator LenmMan. One year. 

Mr. Buckiey. One year out of 20. So they could not even get 
started. 

Mr. Core. I will not dispute that, but I think the record will show 
that for a considerable period since the creation of the New York 
Power Authority the State government was, both the governorship 
and the legislature, under the control of the Democratic Party. But, 
irrespective of that, [ am not aware of any concerted move by the 
Democratic Party, whether it was a minority or a majority party in 
Albany, which would require the repeal of the New York State Power 
Authority. If there has been, it has not been effective ly brought to 
the attention of the people of the State, because it has never been an 
issue In any campaign in the State that I know of. So I think I am 
right in the statement that the people of my State want to take care 
of their own knitting, at least with respect to developmen of power 
at Niagara. 

Mr. Larcape. Is that all, Mr. Chairman? 

Mr. Buckuey. Yes. 

Mr. Larcape. The chair wishes to make an apology at this time. 
I have just discovered that we have a member of the committee sitting 
with the staff. We would be glad if Dr. Wood would come up on the 
stand with the rest of the members. It might be you would like to 
ask some questions. Do you have any questions? 

Mr. Woop. Yes, Mr. Chairman. Does the New York State Power 
Authority have any assurance that the permission would be granted 
for a dam by the Federal Power Commission ? 
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Mr. Core. Dr. Wood, I am not in a position to speak with any 
authority for the New York Power Authority. I understand the 
chairman of the New York Power Authority will appear here to 
morrow as a witness, and I think it would be better to ask him. 

Mr. Woop. Thank you very much. That is all, Mr. Chairman. 

Mr. Larcape. The gentleman from California, Mr. Scudder. 

Mr. Scupper. | appreciate the statement made by mi\ colleague from 
New York. I have a little different concept of monopoly as it applies 
to utilities. I think the word is a misnomer, because as I recall, when 
the various State vovernments set up re oul ition of utilities, it was to 
stop some of the useless and wasteful duplications of service that was 
hap Pp ening throughout the country, and did not develop cheaper serv- 
ice to the pu blie. In fact, we in the West had two telephone com- 
panies. Y as had to have two telephones in your place of business, and 
two telephone books. We also had competing railroads that were 
foing broke and could not handle the traffic as well. We had the 
same thing with power companies, who had duplicate lines through- 
out the entire cities. We endeavored to stop waste, there were definite, 
limited natural resources that should be put to their maximum uses. 
So I think the word “monopoly” is a misnomer as it applies to many 
of our utilities. If anything is wrong with the price that the people 
are paying for the power, it reflects directly on the government of the 
State in which it is located. 

Mr. Corr. I concede that your conception and mine are quite dif- 
ferent. It has always beer my thought that the purpose of public 
ervice commissions, which are agencies of the state voverhment, 1s 
to protect the consumers, Who are helpless victims, and that the public 
service commission Was hot created for the purpose of preventing 
competition. 

I do not know that if I want to build a steam plant in New York 
State to generate power that I must go to the Public Service Com- 
mission to get permission to do it. I do not think | have to get per- 
mission from anybody to build a steam plant. So the public service 
commissions were not created for the purpose ot keeping down the 
creation of plants: they were created for the purpose ot seeing that 
those concerns who wanted to FO into the power business did not viec- 
timize the public. 

Mr. Scupper. The principle was for the continuing of that service 
to the public at the very lowest practical price in line with ordinary 
business. 

Mr. Core. That is right. 

Mr. SCUDDER. In other words, the power companies were consol- 
idated so they would not have the duplicating system, thereby elimi- 
nating a gre at amount of the overhead expenses. They were able to 
serve at ‘cheaper rates. The telephone companies have been able 
to reduce their rates year after year by developing a better service. 

Mr. Cote. The real goal was for the protection of the consuming 
public and not for the purpose of discouraging competition. At any 
rate, that is a divergence of opinion. 

Mr. Bucktey. Did you say the telephone companies had reduced 
the rates year after year? 

Mr. Scupper. Yes. In 1928 it cost you $15 to $17 to telephone, from 
New York to San Francisco, and now you can telephone for $2.50. 
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Mr. Buckiey. In New York State they increased their rates sub- 
stantially in the last year. 

Mr. Scupprer. Maybe labor costs have taken care of the local con- 
ditions, but I know you can telephone from New York to San Fran- 
cisco for $2.50, and it cost you around $15 to S17 in 1928 to 1930. 

Mr. Macurowicz. Would that not also be true as to electric rates 
since the REA program has been introduced by the Government ¢ 

Mr. Scupper. Personally, I do not think you can compare REA 
with private enterprise. There is a different theory entirely. 

Mr. Larcape. Thank you very much, Congressman. We are very 
glad to have had you appear before our committee. 

(The memorandum submitted by Mr. Cole Is as follows:) 


MEMORANDUM POWER AUTHORITY OF THE STATE OF NEW YorK RE NIAGARA 
FALLS POWER DEVELOPMENT 


CONSTITUTIONAL POWER OF FEDERAL Gt 


lhe proposed Niagara Redevelopment Act of 1951 (S. 517, H. R. 1642) presents 
grave constitutional questions concerning the authority of the Federal Gover 


ment to undertake the proposed development of Niagara River water powe! 


There has been no suggestion that the diversion of additional water around 
Niagara Falls for the purpose of generating electric energy will serve to improve 
navigation or prevent floods. Neither of these is a real problem at that locatio 
Although the preamble of the bill refers to the ust f Niagara River waters 
“for development of power, navigation, and the control of floods,” the facts are 
clear that only power development is volver 

The development of power by the Federal Government for sale to the publi 
is far from the type of action which the Constitution contemplated as being 
within the province of the Federal Government \ re plain invasion of the 
powers of the States would be hard to find 

The final article of the Federn Bill of Rights was intended to preve surpa 
tion of power by the Federal Government The tenth amendment to the United 
States Constitution provides that “The powers not delegated to the U1 tate 
by the Constitution, nor prohibited by it to the States, are reserved to the S 
respectively, or to the people. 

The Federal Government is still a government of delegated powers ind | 
do not believe that uny Member of Congress would have it otherwise 

When the Tennessee Valley Authority wa cConce ed. the Gover ent clean \ 
recognized the limitations on its powers, and rested ft] constitutionality of its 
power development on the basis that the electric energy was derived f 
improvements required in the interest of navigation a flo contre Il 
opinion of the Court, rendered as recently as 1956 ( Ashiwande Vv. Tennessee 
Valley Authority, 297 U.S. 340) stated 

“The Government rightfully conceded at the bar, it ubstance, that it was 
without constitutional authority to acquire or dispose of such energy except 


as it comes into being in the operation of works constructed in the exercise 
some power delegated to the United States. 

The Government was represented at that time by Hon. Stanley Reed, who 
told the Court that: 

“If we determine that this act, while stating that it is for navigation, nationa 
defense or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid.” 

This is the same Stanley Reed who is now a Justice of the Supreme Court 
As a matter of fact Mr. Justice Reed, as a member of the Court stated in United 
States v. Appalachian Power Co, (311 U.S. 3877, at 426, in 1940), that the United 
States cunnot give itself additional power by calling a project of its own “a 
multiple-purpose dam.” 

There is arising today a peculiar doctrine that under treaty the Federal 
Government can do things which it does not have independent power to do. But 
no argument can be made that the treaty with Canada concerning uses of the 
waters of the Niagara River gives the Government any independent power. The 
purpose of the 1950 Niagara Waters Treaty was simply to fix the limits on 
diversion of water for power purposes. In submitting it to the Senate on May 2, 
1950, President Truman said that the question of how the power should be 
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developed was a domestic problem to be settled under our own procedure and 
laws and that “All this treaty does is to make additional water legally available 
for power purposes in each of the two countries.” 

That the Niagara project is purely a power project is evidenced from the very 
report referred to in the redevelopment bill. The report was prepared in 1949 
by the Bureau of Power of the Federal Power Commission and entitled “Possi- 
bility of Redevelopment of Niagara River for Power—Niagara River—New 
York.” All that the treaty says with respect to the use of water for power is 
in article V: “All water specified in article IIT of this treaty in excess of water 
reserved for scenic purposes in article IV may be diverted for power purposes.” 

In the TVA case, the Federal Government had built Wilson Dam for purposes 
of national defense and the improvement of navigation, and the court simply 
held that it could dispose of the surplus power generated on its own property. 
No dam is to be built at Niagara Falls. The only source of power will be that 
Which has always been there, the Falls of the Niagara River 

The water of the Niagara does not belong to the Federal Government. The 
beds of such boundary streams belong to the States, and the power to be derived 
therefrom likewise belongs to the States. The United States Supreme Court 
decided in United States v. Chandler Dunbar Water Power Co. (229 U. S. 538 
(1913) ) that title to the bed of the St. Mary River (the boundary between Michi- 
gan and Canada) belonged to Michigan. The bed and waters of the Niagara 
River have been held to belong to the State of New York (See International 
Paper Co. v. United States, 282 U. S. 399; Niagara Falls Power Co. v. Water 
Power & Control Commission, 267 N. Y. 265.) Although the Court has held that 
waters under the marginal seas are subject to the paramount control of the 
Federal Government (United States vy. California, 332 U. S. 19, 1946), the De- 
partment of Justice has taken pains to assert that this decision relates only to 
marginal seas and does not disturb State ownership of waters under the Great 
Lakes or the beds of boundary streams 

In other words, any attempts to grant the right to develop Niagara River to 
the Federal Government rather than to the State of New York would violate 
the State’s title to the bed and waters of the river, would repudiate the position 
taken by the Government in the TVA case, that there is no constitutional au- 
thority to develop power for commercial uses, and would infringe on the re- 
serve powers of the States, in contravention of the historic division of the powers 
under the Federal Constitution, 

SePreMBER 17, 1951 O. G. J. 

Mr. Larcape. I am going to ask the committee to ask permission of 
the House to sit at 2 o’clock this afternoon. 

We will now be very glad to hear the distinguished Senator from 
the State of New Pork, former Governor Lehman. 


STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Lenman. Mr. Chairman, I thank you for this opportunity 
to appear before your committee in support of H. R. 1642, introduced 
by Representative Roosevelt. 

I fee] very much at home before this committee. Earlier this year 
I testified before you on the St. Lawrence seaway and power develop- 
ment legislation. Last vear [ testified before this committee on both 
the St. Lawrence bill and on the Roosevelt bill, very similar to H. R. 
1642, now pending before you. It is always a pleasure to testify be- 
fore this committee, but I have hopes that before long you, and also 
we in the Senate, can approve both these worthy pieces of legislation, 
and make it unnecessary for me to come again before you in regard 
to either of these measures. 

Asthe members of this committee know, I am the author of the com- 
panion measure to H. R. 1642, known in the Senate as S. 517. Less 
than a month ago there were hearings before the Senate Public Works 
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Committee on my bill, and also on the companion bills to H. R. 3146, 
the Miller bill, and H. R. 5099, the Cole bill. Those hearings were 
quite extensive. A comprehensive record was compiled. That record 
has not yet been printed. But I trust that the hearings before this 
body, plus the hearings held before the Senate committee, may to- 
gether provide all the data and arguments necessary for prompt and 
early action on the pending legislation. Naturally, 1 hope that your 
committee will see fit to report favorably the Roosevelt-Lehman bill. 

I will try to be as brief as possible today. I shall not dwell at any 
great length on the desir: ability of some kind of legislation authoriz- 
ing the Niagara development. The one thing which I believe most 
impressed the members of the Senate committee during the hearings 
on this project last month was the basic merit of the project itself. 
Members of the committee said repeatedly that one thing was clear 
from the test 1mMony that the project should be authorized and under- 


taken. 
There is no doubt that the Niagara project is a good one, an eco- 
nomically sound one, and an urgently necessary one. In fact, the 


Niagara project is so good that we are faced with some contention 
as to who should build, operate, and control this project. Private 
interests are eager to take this project out of the public domain. They 
are willing and eager to pay all the costs. including the cost of the 
necessary remedial works. They know it is a good thing. They know 
it is self-liquidating and could be a source of handsome profit. 

Testimony was prese nted before the Senate committee that this proj- 
ect, the Niagara project, could pay for itself—could retire the initial 
cost of construction—in as little as 12 years. That is how good and 
sound this project is. 

The N agara proje ct is undoubtedly a bonanza. But it isthe people’s 
Neamt It isa bonanza which be longs to all the peop le of this coun- 
try. having been made available by international treaty between the 
Federal Government and the Government of Canada. 

In my opinion, it is inconceivable that the Federal Gove rnment 
should acquire by treaty the right to use these additional 32,500 cubic 
feet per second of water for power purposes, and then bead this water 
over to a private power company to develop for private profit. 

If the Government should acquire by treaty a supp ly of gold, we 
would not consider handing that gold over to a private corporation. 
This water is white gold. It is an inexhaustible supply of gold. It 
will flow from now into perpetuity. It is water which drains from 
the slopes and mountains, from the fields and rivers of a huge portion 
of this continent, both in the United States and Canada. This water 
is the birthright of all the people. 

The primary benefits of water power must, of necessity, go to those 
in the general vicinity of the power site. That means, in this case, 
and on the United States side, the people of New York State, and 
especially those in the area known as the Niagara frontier. But the 
electricity generated at this site can be economically transmitted for 
considerable distances, not only in New York but into Ohio and 
Pennsylvania. The direct consumers of electricity in this whole area 
would be the immediate beneficiaries of this project. 

But whatever indirect benefits can be provided for all the people 
must be provided. It is their water. Thus, the defense interests of 
the United States must be advanced. The beauty of the Falls, that 
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priceless spectacle, must be preserved and enhanced. And, finally, 
the power must be developed with special consideration for the needs 
of public entities, such as state and munieipal bodies and for the needs 
of special groups, such as rural cooperatives, for whom special govern 
mental consideration is merited in the public interest. 

These public interests are safeguarded in the Roosevelt bill. They 
are inadequately and insufficiently safeguarded in the Cole bill. They 
are given no protection in the Miller bill. 

The United States Government is under a treaty obligation to see 
to it that the beauty of the Falls is preserved and enhanced despite 
the diversion of additional waters for power purposes. 

Yet unless careful precautions are taken, the diversion of addl- 
tional waters for power purposes can leave the Falls bare, choke up 
the river with ice, and threaten the entire marvelous structure of 
nature in that area. It can also lower the waters in the navigable 
portions ot the Niagara River and even in Lake Erie so as to endanger 
the huge volume of lake and river shipping which plies that waterway. 

| would like to sav one further word about the defense interests. 
It is, of course, in the primary interests of the national defense to 
have this project undertaken and completed at the earliest possible 
date. The power needs of this industrialized area are crowing by 
leaps and bounds. Despite all the expansion now under Wa) and con 
templated by the private utilities, this area faces a critical power 
shortage just as it did during the last war. This area produces vast 
amounts of the most vital sinews of war, everything from airplanes 


to raw aluminum. 


In view of this fact. this project is of suflicient importance to de- 
fense production to merit special defense precaution Sih its construc- 
tion. I refer to the angles at which vulnerable gates, spillways, and 
dams are placed. | rete! to the location ot the canals. | refer to the 
thickness of walls, emplacements, ana other structures. | am not an 
expert on these matters. The Corps ot Enoineers is the authority. 


It must have authority. 

All these circumstances point in one direction and toward on 
conclusion that the public interest, the defense interest and the tre: aly 
obligations of the United States are so bound up in this project that 
Government, and Government alone, can properly have the responsi 
bility of planning, building, and maintaining this project. No other 
solution is possible. No other solution is conceivable. 

This is not, in my judgment, a question of public versus private 
power development. Private power interests are being and should 
be encouraged to expand their facilities to the maximum amount pos 
sible. Every kilowatt of additional steam capacity that can be built 
will be needed—and urgently needed—in the months ahead. More 
steam power will be needed to firm up the water power to be developed 
at Niagara Falls. I expect close and cooperative relations between 
the publicly developed water power project at the Niagara and the 
network of privately owned steam plants and transmission lines 
throughout New York State. 

As I said, this is not a question of public versus private development. 
The situation at Niagara Falls and in the Niagara frontier area calls 
for public and private development. This can be done through H. R. 
1642, the Roosevelt bill. 
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I would like to make another thing clear at this point. There is no 
legislative or functional connection between the bill for the Niagara 
development and the bill for the St. Lawrence seaway and power 
development project. The Niagara project has no connection with 
the seaway project, The Niagara project neither advances nor retards 
the seaway project. 

Both projects are on the same waterway system. I hope that the 
day will Come, and SOOn, when both projects can be completed. | 
shall devote every energy | have toward that end. I think both are 
essential to the defense of the nation. and to the public welfare. When 
both are completed, I think they should probably be operated in tan 
dem. But the timing of the construction of the one has nothing to 
do with the other. Each or either can vo forward independently of 
the other. The power from both projects is, however, urgently needed, 

Here are more than one million kilowatts of dependable capacity 
waiting, begging to be developed. The Canadians are fFoIng ahead 
with the development of the Niagara waters allotted to that country. 
The Canadian Government will build and operate that project, along 
with the other water power developments on the Niagara and the St, 
Lawrence. 

When the present Canadian construction is completed, Canada will 
have capacity to utilize not only her share of the waters but also that 
portion of ours which is not being used. Canada had planned to 
retire some of her older and less efficient power plant capacity at the 
Niagara. But if we do not build. Canada is authorized. under the 
terms of the treaty, to use our share of the waters, too, until we ar 
ready to use it, Unless we authorize this project immediately, we 
Ww if] be turning over to Canada a commodity worth ae llions of dollars 
annually without any return whatever. 

Now | would like to refer specifi ally to the legislation nov pending 
before you- the Roosevelt bill. the Cole bill | dl the Miller bill. [ 
have already discussed the Miller bill, as I see it. IT think it is im 
practical and impossible. I am all for private enterprise, but it is 
inconceivable that we should turn essential Government functions and 
responsibilities over to private enterprise. I am sure that if private 
enterprise were promised a monopoly on the postal system ana ual 
anteed a profit, they would be glad to take that over. 

The Roosevelt bill is tailored to meet the specific situation we have 
in New York State, a State with a tradition of devotion to publ 
power development, with a State instrumentality created 20 years 
ago to operate public power developments but whi h has had. nh 
fortunately, no experience in supervising construction. 

For this reason, and for others I have already referred to. the 
Roosevelt bill wisely proposes to have the Army engineers construct 
hoth the power project and the necessary remedial works to pre 
serve the beauty of the Falls—and for the Federal Government the 
to turn the project facilities over to the State of New York at co 
rice, 

The Federal Government would thus sell the powel facilities, at 
cost. to New York State. but that sale and the owners! p of thes 
facilities by New York State would be contingent upon the fulfillment 
by the State government of certain obligations which are spelled out 
mn H.R. 1642 


Phese obligations are: 
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1. To enhance and maintain the beauty of the Falls. 

2. To promote the national defense. 

3. To provide low-cost power to defense industries. 

4. To provide preference in the disposition of power to defense 
agencies of the Federal Government. 

5. To provide preferences in the disposition of power to State and 
municipal bodies and to cooperatives. 

To provide power at rates that will be promotional and will 
encourage the widest possible use of power by domestic and rural 
consumers, 

The imposition of these obligations and the establishment of safe- 
guards of these interests are the chief features of the Roosevelt 
Lehman bill. In the imposition of these safeguards lie the essential 
differences between H. R. 1642 and the other two bills. 

As I said, the Miller bill cannot even begin to diseh irge these obli 
gations. The Cole bill only pretends to. 

H. R. 1642 provides that these obligations shall be written into an 
agreement which would also provide the terms of repayment to the 
Federal Government for its initial investment in the construction. 

That agreement would be self-executing. It would provide means 
of insuring observance of its terms and for penalty in the event of 
clear violation of those terms. And certainly not to be overlooked is 
the fact that H. R. 1642 provides that this agreement, after it is 
reached between the Governor of New York and the President of the 
United States, must be submitted to and approved by the Congress 
and the Legislature of New York. 

Within 18 months after the Niagara project is approved, the Presi 
dent is require “lto re port back to Congress on the progress of the ne¢ vO 
tiations with the Governor of New York. That would be more than a 
year before the first power was available from the project. If insur 
mountable obstacles in reaching an agreement were encountered, the 
Congress could act, either on its own motion or on petition from the 
legislature or the State officials of New York. 

Repre sentatives of the New York Power Authority have opposed the 
Roosevelt bill and my bill in the Senate on the grounds that agree 
ment with the Federal Government might not be reached. The chair- 
man of the New York Power Authority has suggested that the Interior 
Department would make it impossible to reach an agreement, with 
malice aforethought, so as to insure that the Interior Department and 
not the New York Power Authority would operate this project. 

The Assistant Secretary of the Interior Department has denied any 
such devious purpose and has expressed his confidence that agreement 
can be reached on the basis of the terms specifically spelled out in H. R. 
1642. 

The fact is that the Interior Department would administer this 
project only if the several other alternatives spelled out and implied in 
this bill were exhausted. It was not and is not the intention of the 
authors of this legislation to turn this project over to the Interior 
Department. Under the terms of our bill, it is contemplated that 
New York State will own and operate these facilities. 

Immediately on the approval of this legislation, the President of 
the United States is directed—not authorized, but directed—to enter 
into negotiations with the Governor of New York on the basis of the 
terms of this bill. 
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Eighteen months later, the President must report back to Congress 
on the progress of negotiations. 

If negotiations are in deadlock or have met insuperable and unrea- 
sonable obstacles, Congress can issue amended directions to the Presi- 
dent. ‘This could ve done either in special legislation or in the form 
of a rider to appropriations for the continuation of construction of 
the Niagara project. 

If agreement is impossible because of an unreasonable attitude on 
the part of New York State, Congress can, under the terms of this bill, 
create a special agency to dispose of this power or make such other 
disposition as it may choose. 

Only if none of these actions is consummated by the time the power 
project is ready to deliver power—about 3 years from the start of the 
project—would the Interior Department, under the terms of the Flood 
Control Act of 1944, be authorized to market the power. 

And even such an assumption of authority would lapse by the sub 
sequent reaching of agreement between New York State and the 
Federal Government ,and the ratification of that agreement by Con 
gress and by the New York Legislature. This last eventuality is pro- 
vided for by one of the minor amendments to this bill which I 
submitted to the Senate Public Works Committee and which I shall 
refer to in the course of my testimony today. 

Thus, any devious scheme by the Interior Department to assume 
control of this project would need to be devious indeed. It would 
be much easier for the Department here and now to urge that this 
project be made a completely Federal one. The Interior Department, 
in recognition oft the special traditions and capacitie s of New York 
State, has not taken this position. 

The President of the United States is willing to let this project go 
to New York State under the safeguards set forth in this bill. In 
miy udoment he would be derelict in his respons bilities to protect 
the national interest if he did not urge and recommend that these 
safeguards, without Giminution or dilution, be included in any ar 
rangement for the transfer of these facilities to the authorities of 
New York State. 

In testimony before the Senate Public Works Committee the chair 
man of the New York Power Authority indicated that he was wor 
ried not only about the allegedly devious designs of the Interior 


Department, but also about some of the safeguards in the Roosevelt 
Lehman bill. He objected to some of these safeguards. On some 
of them he was silen*, although the Cole bill. which the New York 


Power Authority supports, omits these safeguards. 

I must say at this point, with all due comity and good feeling toward 
the present members of the New York Power Authority, a body 
which I helped to create and whose functions I encouraged during all 
my years as Governor—I must say that the attitude expressed by the 
New York Power Authority on this question of safeguards does not, 
in my judgment, reflect in any way the attitude of the people of New 
York State. I think IT know the attitude of the people of New York 
on this question of public power. I have explored and tested their 
attitude on this question, in all its aspects, over a period of more than 
20 years, 
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Mr. Chairman, the next couple of pages, including certain matters 
which 1 want to ask permission to insert in the record, do not appear 
in the mimeographed copies of my testimony which I have handed 
to the press, but I would like to read them here and ask permission 
to insert certain material in the record. 

The CuatrMan. Without objection it is so ordered. 

Senator Leaman. Mr. Chairman, as I have said, the views of the 
New York Power Authority on the safeguards in the Roosevelt bill 
do not reflect the feelings of the people of New York in my judgment. 

I want to emphasize that these safeguards are not my invention 
or the invention of Congressman Roosevelt. These safeguards have 
been worked out through years of study. They represent national 
public power policy. They are spelled out and codified, almost exactly 
as they are in the Roosevelt bill, in the Flood Control Act of 1944. 

A major contribution in working out this policy has been made 
over the years by the New York Power Authority and its experts who 
have been pioneers in the public power field. 

I would like to introduce into the record at this point testimony 
by two of the past chairmen of the New York Power Authority. That 
testimony was given to comimttees of the Congress in past years. 
That testimony makes clear the adherence of the New York Power 
Authority to the very safeguards spelled out in the Roosevelt bill. 

I offer for the record excerpts from the testimony given by Dr. 
James C. Bonbright, chairman of the New York Power Authority 
from 1939 to 1946. Dr. Bonbright served as chairman of the New 
York Power Authority beginning in my administration. The ex- 
cerpts I submit are from testimony Dr. Bonbright gave before the 
Rivers and Harbors Committee on July 2, 1941, in connection with 
the St. Lawrence seaway project. This testimony is to be found on 
pages 870 and 871 of those hearings. 

(The testimony of Dr. James C. Bonbright referred to reads as 
follows :) 


TESTIMONY OF Dr. JAMES C. BONBRIGHT, CHAIRMAN, POWER AUTHORITY OF THE 
STATE OF NEw YorkK, 1939-46 


In an approach to the broad principles which should be considered in connee 
tion with the accord, the trustees propose that no public safeguard should be 
omitted, whether derived from the constitutional powers of the Federal Govern- 
ment or from the State, to guarantee in perpetuity the full benefit of the St. 
Lawrence development for power and navigation to the people of the entire Nation 
and of the Dominion of Canada. 

Among the broad principles which the power authority has advocated as a 
basis for future operation of the St. Lawrence power project in the public 
interest are the following: 

In the operation of the project and the disposition of the power generated 
therefrom 

1. No part of the United States share of the water in the water of the Inter 
national Rapids section of the St. Lawrence River should be diverted for the 
benefit of any person or private corporation, nor should the use of any part 
of said water or the rights pertaining to said water be sold, leased, or otherwise 
alienated to any person or private corporation for the generation of hydroelectric 
power, nor should the power-generating facilities be sold, leased, pledged, mort- 
gaged, or otherwise alienated to any person or private corporation 

2. Full recognition should be given to the interests of national defense. 

3. There should be made available and delivered without charge to the War 
Department so much power as shall be necessary in the judgment of said Depart- 
ment for use in operation of all reservoirs, canals, locks, and other facilities in 
aid of navigation in the International Rapids section 
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4. The project should be considered primarily for the benefit of the people 
as consumers of electricity, and particularly for the benefit of domestic and rural 
consumers, to whom it should be made available at the lowest possible rates and 
in such manner as to encourage increased domestic and rural use of electricity 

5. In disposing of the power generated by the project, preference should be 
given to counties, municipalities, and public power districts ; and provision should 
be made so that municipalities and other political subdivisions and publi 
agencies, now or hereafter authorized by law to engage in the distribution of 
electric current, may secure a reasonable share of the power generated at the 
project 

6. In the event power is sold to any public agency, private company, or indi 
vidual for resale, the contracts for the sale of such power should include adequat: 
provisions for establishing resale rates, which should be fixed by the generating 
agency and which not only should provide for passing on to the electric consume 
savings in costs of generation but also should be promotional in characte) 
designed, insofar as reasonably possible, to result in periodic rate reductions 
Such contracts must be for a period of time not exceeding 20 years, including 
renewals 

7. The power-generating agency should have due legal authority to construct. 
acquire, maintain, and operate substations and transmission lines for the purpose 
of serving the principal load centers within economic transmission distance of 
the project 

The power authority has never asserted exclusive jurisdiction over the St 
Lawrence River but, on the contrary, has always recognized and respected the 
undoubted power of the Federal Government to cooperate with Canada as well 
as With Ontario and New York in the improvement of this navigable stream 

The assertion of public rights in the power resources of the St. Lawrence on 
behalf of the people of the State of New York has not been directed against the 
Federal Government but against a powerful combination of utility corporations 
and promoters which has sought for years to obtain control of this heritage 

(Hearings, pp. 870-871.) 


Senator Leuman. Mr. Chairman, I also offer for the record excerpts 
from testimony by Gen. Francis B. Wilby, chairman of the New York 
Power Authority from 1946 to 1950. General Wilby was appointed 
by my successor, Governor Dewey. This statement by General Wilby 
supports exactly the same safeguards as those I have already referred 
to. This testimony by General Wilby was made before the Senate 
Committee on Foreign Relations on February 20, 1946. The testi. 
mony is to be found on pages 214 and 215 of the record of the hearings 
before that committee, also on the St. Lawrence seaway project. 

(The testimony of Gen. Francis B. Wilby referred to reads as 
follows:) 


TESTIMONY or GEN. FRANCIS B. Witry, CHAIRMAN, POWER AUTHORITY O1 Ht 
STATE OF NEW YorK, 1246-50 


PROGRAM FOR NEW YORK STATE POWER PROJECT PRESENTED AT PREVIOUS HEARINGS 


At the last congressional hearings on the pending United States-Canadiar 
agreement held before the House Committee on Rivers and Harbors in the 
Seventy-seventh Congress, the power authority recommended the approval of the 
agreement, consistent with the fulfillment of the Federal-State accord on the 
New York power project. 

In the course of the hearings, the power authority presented a summary of the 
program under which it is proposed to conduct the New York State power 
project, upon the approval of the pending United States-Canadian agreement 
The summary referred to appeared on pages 871-872 of the public hearings on 
the Great Lakes-St. Lawrence agreement, Committee on Rivers and Harbors, 
House of Representatives, Seventy-seventh Congress, first session, and in the 
eleventh annual report of the power authority to the Governor and the legislature 

Among the broad principles which the power authority has advocated as a busis 
for future operation of the St. Lawrence power project in the public interest 
are the following: 

In the operation of the project and the disposition of the power generated 
therefrom 
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1. No part of the United States share of the water in the water of the Inter- 
national Rapids section of the St. Lawrence River should be diverted for the 
benefit of any person or private corporation, nor should the use of any part of 
said water or the rights pertaining to said water be sold,-leased, or otherwise 
alienated to any person or private corporation for the generation of hydroelectric 
power, nor should the power-generating facilities be sold, leased, pledged, mort- 
gaged, or otherwise alienated to any person or private corporation. 

2. Full recognition should be given to the interests of national defense. 

3. There should be made available and delivered without charge to the War 
Department so much power as shall be necessary in the judgment of said Depart 
ment for use in operation of all reservoirs, canals, locks, and other facilities in 
aid of navigation in the International Rapids section 

t. The project should be considered primarily for the benefit of the people 
as consumers of electricity, and particularly for the benefit of domestic and rural 
consumers, to whom it should be made available at the lowest possible rates and 
in such manner as to encourage increased domestic and rural use of electricity. 

5. In disposing of the power generated by the project, preference should be 
given to counties, municipalities, and public power districts; and provision should 
be made so that municipalities and other political subdivisions and public agen 
cies, now or hereafter authorized by law to engage in the distribution of electric 
current, may secure a reasonable share of the power generated at the project. 

6. In the event power is sold to any public agency, private company, or individ 
ual for resale, the contracts for the sale of such power shall include adequate 
provisions for establishing resale rates, which should be fixed by the generating 
agency and which not only should provide for passing on to the electric consumer 
savings in costs of generation but also should be promotional in character, de 
signed, insofar as reasonably possible, to result in periodic rate reductions. Such 
contracts must be for a period of time not exceeding 20 years, inclnding renewais 

7. The power-generating agency should have due legal authority to construt, 
acquire, maintain, and operate substations and transmission lines for the pur 
pose of serving the principal load centers within economic transmission distance 
of the project. 

The power authority has never asserted exclusive jurisdict’on over t! 
Lawrence River but, on the contrary, has always recognized and respected the 
undoubted power of the Federal Government to cooperate with Canada as well 
as with Ontario and New York in the improvement of this navigable stream. 

The assertion of public rights in the power resources of the St. Lawrence on 
behalf of the people of the State of New York has not been directed against the 
Federal Government but against a powerful combination of utility corporations 
and promoters which has sought for years to obtain control of this heritage 

(Hearings, pp. 214-215.) 


e St 


Senator Lenman. I ask permission to insert these. 

The Cuatrman. Without objection, it is so ordered. 

Senator Lenman. Now, Mr. Chairman, I would like to list some 
of the safeguarding provisions significantly omitted from the Cole 
bill which have been outlined and accepted and advocated by the two 
charimen of the New York Power Authority just previous to the 
present chairman. 

Mr. Chairman, I would like to list some of the safeguarding provi- 
sions significantly missing from the Cole bill. I would assume that 
the present New York Power Authority objects to all of these safe- 
guards. 

The following are points of essential difference between the Cole 
bill and the Roosevelt bill, points included in the Roosevelt bill but 
omitted from the Cole bill and thus objected to by the present New 
York Power Authority. 

The Cole bill rejects the granting of preferences, in the disposition 
of project power, to defense agencies of the Federal Government. 

The Cole bill rejects the granting of preferences, in the disposition 
of project power, to government bodies and rural cooperatives. 

The Cole bill rejects the requirement that the New York Power 
Authority build transmission lines, where necessary, to provide power 
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at fair and reasonable rates to Federal Government facilities, public 
bodies, cooperatives, and privately owned companies. 

The Cole bili rejects the requirement that the power authority make 
rates promotional in character so as to result, as far as practicable, in 
periodic rate reductions. 

The Cole bill rejects the requirement that the power authority make 
a fair share of the power available to other States within economic 
transmission distance of the power site, subject to adjudication, in 

case of dispute, by the Federal Power Commission. 

The Cole bill rejects the spelling out of these safeguards and under- 
takings in agreement form, subject to ratification by the Legislature 
of New York and the Congress of the United States. 

The Cole bill proposes, instead, that the water assigned to the 
United States be turned over directly to the New York Power Au 
thority for redevelopment, subject only to the grant of a license by 
the Federal Power Commission and to the jurisdiction of the New 
York Power Authority, whose membership is responsible only to the 
Governor of New York. 

It is the opinion of legal experts that the Federal Power Commis 
sion, under the Federal Power Act, would have very little more con- 
trol over the New York Power Authority through the grant of a license 
than the Commission has over private power companies to whom 
analogous licenses are granted. 

Indeed, the chairman of the New York Power Authority says that 
the Federal Power Commission could see to it that the responsibilities 
assumed by the New York Power Authority under the terms of the 
Cole bill are properly discharged. I doubt whether the Federal Power 
Commission has any such authority under the Federal Power Act. 

I question whether the Cole bill, in its present form, actually gives 
the Federal Power Commission any authority to enforce even the 
vague undertakings contained in that bill. I think the committee, 
in considering the Cole bill, might want to explore this point with 
appropriate legal authorities. 

Mr. Chairman, I think H. R. 1642, the Roosevelt bill, contains the 
only basic prescription properly and practic alls reconciling the Na 
tion: . and State interests in the Niagara project and also the interests 
of all the peop le, New Yorkers and others. The Federal Government 
is the Government of the people of New York as well as of other 
States. The people of New York want to see this project turned over 
for operation to their State vrovernment, not because they distrust 
the Federal Government, but because this would be the most logical 
arrangement for the Niagara project. It would be consistent with 
the traditions of New York State. 

But the people of New York State, as well as of the Nation, want 
written into this legislation the essential safeguards to protect their 
interest and the national interest. They want the specific form of 
this project deve _— nt, the obligations they undertake, subject to 
ratification both by their State legislature and the Congress. That 
is my judgment of what the people of New York State want. 

Iam sure they want the Army engineers, as the group best qualified, 
to supervise the building of this project. 

They want, of course, to be sure, that if all these conditions are 
satisfied, New York State will be able to acquire these facilities and 
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to operate them in the public interest. That is my best judgment of 
what the people of New York State want. 

This bill, the Roosevelt bill, satisfies, in my judgment, the basic re 
quirements of the situation. 

Since introducing my bill in the Senate, which is, of course, identical 
with the Roosevelt bill, I have given it a great deal of thought and 
study. I have received many representations and suggestions with 
regard to it. [have studied them all. 

I should like at this point to submit to the committee a series of 
amendments similar to a list I submitted to the Senate Public Works 
Committee in regard to S. 517, my bill. I ask for permission to in- 
sert them. 

The CuarrMan. Without objection it is so ordered. 

(‘The series of amendments referred to read as follows) 


AMENDMENTS SUGGESTED TO S. 517 BY THE SPONSOR 


A. In line 3 of the title, page 1, after “and other purposes”, insert, “to promote 
the national defense.” 

B. In line 7, page 1, section 1, after “floods”, insert “and to promote the 
national defense”. 

C. In line 5, page 1, section 1, after “River”, insert “including related and 
desirable improvements of the banks of the river in the vicinity of the Falls 
for scenic purposes.” 

D. In line 1, page 5, section 8 (b), after “distance”, insert “and provisions for 
the maintenance and enhancement of the scenic beauty of the Falls, including 
related and desirable improvements of the banks of the river in the vicinity 
of the Falls for scenic purposes.” 

KE. Beginning in line 25, page 3, section 3 (a) (1), delete all after “agreement” 
to the end of the sentence and insert upon the passage and approval of this Act.’ 

F. Beginning in line 12, page 8, section 3 (c), delete “beginning of construction 
of the project’ and insert in place thereof “enactment of this Act 

G. In line 7, page 6, section 3 (b) 3 (A), after “Defense” insert “and other 
defense agencies, and on fair and reasonable terms to other Federal agencies 
and to private enterprises requiring power to fulfill defense contracts’ 

In line 17, page 6, section 3 (b) (4), after “Federal Government insert 
“rural consumers” 

H. In line 8, page 9, section 4 before the period, insert, “pending the negotia 
tion and approval of the agreement provided for in subsections (a) and (b) 
of section 3 of this Act or pending further disposition by Congress 

I. (n page 8, after line 11, add the following: 

“(%) (a) In order to render financial assistance to those States and countries 
in which the Agency caries on its operations and acquires properties previously 
subject to State and local taxes, the Agency of the State of New York shall 
pay to such States and counties for each calendar year such amount as the 
Agency deems fair and equitable, taking into account the State and local taxes 
which would be payable if such operations were carried on by private corpora 
tions, but in no event more than 10 per centum or less than 5 per centum of the 
gross proceeds derived from the sale of power by the Agency for the preceding 
calendar year, except as hereinafter provided : 

“(b) The payment fer each fiscal year shall be apportioned among such 
States and counties in the following manner: One-half of such payment shall 
be apportioned by paying to each State (including payments to counties therein) 
the percentage thereof which the gross preceeds of the power sales by the 
Agency within such State during the preceding calendar year bears to the 
total gross proceeds from all power sales by the Agency during the preceding 
calendar year; the remaining one-half of such payment shall be apportioned 
by paying to each State (including payments to counties therein) the percentage 
thereof which the bock value of the power property held by the Agency within 
such State at the end of the preceding ¢alendar vear bears to the total book value 
of all such property held by the Agency on the same date. The book value of 
power property shall include that portion of the investment allocated or estab 
lished to be allocable to power: Provided, That the minimum annual payment 
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to each State (including payments to counties therein) shall not be less than 


an amount equal to the two-year average oft the State and loca ad valorem 
property taxes levied against power property purchased and operated by the 
Agency in such State. Such two-year average shall be calculated for the last 


two tax years during which such property was privately owned and operated or 
such land was privately owned. The Agency shall pay directly to the respective 
counties the two-year agerage of county ad valorem property taxes (including 
taxes levied by taxing districts within the respective counties) upon powel! 
property and reservoir lands allocable to power, determined as above provided, 
and all payments to any such county within a State shall be deducted from the 
payment otherwise due to such State under the provisions of this section The 
determination of the Agency of the amounts due hereunder to the respective 
States and counties shall be final.” 

Mr. Chairman, I shall explain these amendments very briefly. 

Amendments A and B aflirm the national defense interest in the 
proposed project, 

Amendments :; and D would authorize and direct the mclus On 
in the Federal-State ugreement of specific provisions for the main- 
tenance and preservation of the beauty of the Niagara Falls spectiac le, 
including the adjacent river banks. Thus, provision could be made 
in the agreement for expansion and improvement of shore-line park 
facilitie and other scenic aspects. 

Amendments E and F would provide that negotiations for the Fed 
eral-State agreement should begin immediately on the approval of 
this act. rather than after the appropl iation of the first funds. The 
report which the President is required to make to the Congress on 


the progress of these negotiations Is also dated irom the passa Le of 


this act—LS months after passage rather than from the time of the 
start of construction. 

Amendment G would grant preference in the (l sposition of project 
power ( 1) at cost to all defense agencies, and (2) on fair and reason 
able terms to other Federal agencies and Lo eTense naustries 


requil ne the power to fulfill defense contracts, 

Amendment H would Insure that even if negotiation and ap] roval 
of the Federal-State agreement were delayed beyond the time the first 
powel became available from the project, New York State could still 
get the facilities if the agreement were subsequently reached and rati- 
fied by Congress and the New York Legislature. In the absence of 
such agreement and ratification, (Congress could make othe dispos 
tion, thus making the Interior Department’s jurisdiction over the 
project tentative and temporary, even if no agreement were reat hed 
between New York and the Federal Government. 

All the above amendments I would consider noncontroversial and 
acceptable. I do not know whether the Federal agencies have had 
an opportunity to examine them since I submitted them, in memo 
randum form, to the Senate Committee a month ago. I submit them 
today in substantially the same form as I submitted them to the Sen- 
ate committee on August 21. There are some minor language changes 
in amendments C and D to conform to suggestions made by the New 
York Commissioner of State Parks, Mr. James Evans. 

[I also submit the form of a further amendment, amendment I. 
This amendment which would provide for payments from the project 
in lieu of taxes does not represent my final or definitive thinking as 
far as the exact formula is concerned. This is the general formula 
used by TVA. Other formulas have also been worked out. I have 
not meade up my own mind ona specific formula... I have made up my 
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mind that some formula for payments in lieu of taxes should be in- 
cluded in this legislation. I think it should be included in practically 
all legislation for Government-owned power projects. 

I think the local governments are entitled to such payments. These 
payments do not and should not represent the full amount which a 
private company would pay. I am not trying to equate private and 
public operation. The locality benefits in a multitude of other ways 
from public development far outweighing the difference in tax 
payments. 

Since it is in the general pub lic interest to have low power rates and 
preferences to special groups such as co-ops, and preferences to mu- 
nicipal and State bodies and to defense agencies, it is also fair and 
reasonable to make some payments to the localities in consideration 
of the community services the community and State are called upon 
to supply and the loss of revenue through the use of property in the 
vicinity. I trust that the committee will give this proposal its earnest 
consideration. As soon as my own thinking has crystallized, I will 
address a further communication to this committee on the subject, 
if I may. 

Finally, I would like to suggest to the committee the desirability of 
giving close consideration to amendments which would insure that 
labor employed on this project, and in maintaining this project, should 
have the rights which labor employed on analogous private projects 
would have. 

I suggest the desirability of writing into this law the applicability of 
the Walsh-Healy Act and the Davis-Bacon Act, and referring, also, 
to he applicability of the National Labor Relations Act. 

I do not think that persons employed on a project such as this should 
be penalized because it is a Government-operated project. 

I have not yet worked out legislative language to carry out my ideas 
in this regard. This problem pertains not only to the Niagara proj- 
ect, but to all other Government-owned power projects. I am sure 
this committee is already giving thought to this matter. I am study- 
ing it, too. I think this aspect of the public power problem must be 
honestly and forthrightly approached and resolved. 

Mr. Chairman, I should like to submit for the record at this point 
two excerpts from the publication Public Power to be found in the 
September 1951 issue of that publication. This publication is the 
official organ of the American Public Power Association representing 
about 700 public bodies, municipalities, and other agencies throughout 
this country. The first excerpt is a news article, entitled “Niagara 
Falls: Whose Power?” The second excerpt is an editorial from that 
publication entitled “Niagara Policy. 

The Cuarrman. Without objection, it is so ordered. 

(The articles referred to read as follows) : 


NIAGARA FALLS—WHOsE POWER? 
[From Public Power, September 1951] 


A three-way fight for control of America’s choicest undeveloped hydroelectric 
potential took shape last month as the Senate Public Works Committee held 
hearings on legislation to authorize redevelopment of Niagara Falls power. 

With most witnesses agreed that the famous Falls should be tapped for addi- 
tional power as soon as possible, these three “camps” emerged: 

1. Federal construction of the project by the Corps of Engineers with opera 
tion of the completed power facilities to be turned over to the State of New 
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York when “an agreement between the United States and the State of New 
York shall have been negotiated.” If such an agreement were not reached, 
the power would be marketed by the Department of the Interior. Legislation 
authorizing this program has been introduced by Senator Herbert H. Lehman 
(Democrat, New York) and Representative Franklin D. Roosevelt, Jr. (Dem 
ocrat, New York) Also supporting the Lehman-Roosevelt plan are Federa 
agencies, including Interior and the Rural Electrification Administration 

2. Construction and operation of the redevelopment by the Power Authority 


of the State of New York, the agency set up several years ago to market St 
Lawrence power and which now bas been authorized to include Niagara in its 
scope. IRdentical bills proposing this plan have been introduced by Senator 
Irving Ives (Republican, New York) and Representative W. Sterling Cole (Re 
publican, New York) Chief proponent of State development is the powe1 
authority which is presumed to be acting with the full support of Gov. Thomas 
; Dewey of New York 

5. Private redevelopment of Niagara power by a group of five New Yor 
power companies Which propose to organize a new company to undertake the 
project. Representative William E. Miller (Republican, New York), and Se 
itor Homer Capehart (Republican, Indiana) have introduced bills which woul 
open the way for private construction of the new Niagara power project 

The Lehman-Roosevelt plan is a slightly modified version of legislation first 
introduced last year after Senate ratification of a new water treaty wit} 
Canada Both the power authority and private company proposals wet 
veiled at the Public Works Committee hearings 

Although outwardly similar, the Lehman-Roosevelt and Ives-Cole measures 
have important basic differences. The Lehman-Roosevelt legislation provides 
for preference in the sale of power, while the Ives-Cole bill contains no pref 
erence clause 

Preference to public agencies and rural electric cooperatives was a major point 
of dispute between advocates of the two hills Assistant Secretary of the In 
terior William E. Warne charged that the Ives-Cole measure “makes no ade 


quate or clear cut provision for supply of power to municipalities, public bodies 
rural electric cooperatives, and other preference customers, either within o1 
outside New York State.” The bill, he added, “carries no definite assurance o1 


mmitment that preference customers or customers generally in New England 
Ohio, Pennsylvania, or other neighboring States will share the benetits of 
low-cost Niagara power.’ 

Administrator Claude R. Wickard of the Rural Electrification Administratior 
charged that the Ives-Cole bills “would undoubtedly increa 
supply, but there are few safeguards provided against conti 
ind no assurance that nonprofit systems such as the co-ops and n 


malities 
will be sold a fair share of power at the lowest practicable rates 

‘The entire output of Niagara would be turned o1 Oo Mono] i 
companies who could simply meet increasing power loads on existing S 
Mr. Wickard said 

Chairman John EF. Burton of the power authority, on the other hand gue 
hat the preference provision in the Lehman-Roosevelt bill “will disc oe 
ntegration of the separate power systems of the Northeast and re 
vailability of cheap hydro power to domestic and rural consumers not serve 


pu lic ly or Coon ratively 


Mr. Burton declared that “we cannot subscribe to a complete preference that 


vould discriminate against and short-change other domestic and rura 
onsumers,” 
He contended that the Ives-Cole bill “will push out this power to the great 


number of consumers in New York and its neighboring States 
The Power Authority Chairman expressed doubt that under the Lehman 


Roosevelt bill any agreement ever would be reached between the Authority and 
the Federal Government, leaving the Niagara project under Interio1 

Senator Lehman pointed out that the State authority has had no const 
experience, While the corps has had “a vast construction experience 

Another issue between the plans was provision for transmission lines rhe 


Lehman-Roosevelt bills call for coustruction or acquisit on of lines by the 1 \ 


authority, while the Ives-Cole proposals stress transmission by contracts 
The power companies’ plan Was prese nted to the committee by Karlie J 


Machold, president of the Niagara Mowhawk Power Co., with which is merged 
the former Niagara Falls Power Co. which constructed the present hydroelectric 
facilities at the Falls In addition to N 





agara Mohawk, other companies whicl 
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would participate in the proposed private redevelopment of Niagara power are 
New York State Electric & Gas Corp., Rochester Gas & Electric Corp., Central 
Hudson Gas & Electric Corp. and the Consolidated Edison Co. 

“Private enterprise,” Mr. Machold told the committee, “is not only ready and 
Willing but best qualified to construct and operate the redevelopment 

“Congress should avoid recourse to public funds and adding to the ever in- 
creasing financial burdens of the nation, while at the same time precluding the 
creation of substantial amounts of taxable property and tax revenues,” the 
company spokesman declared. He estimated the total taxes which would be 
paid as a result of private redevelopment at $25,000,000 annually 

All three plans for redevelopment would utilize a Federal Power Commission 
report pointing up the possibility of constructing facilities to provide an addi 
tional capacity of more than 1,000,000 kw. on the American side of Niagara 
alls 


NIAGARA PoLicy 
The preference clause, which is increasingly under attack, was hit from another 


quarter last month. 
Testifying before the Senate Public Works Committee on the subject of re 


developing the power resources of the Niagara Falls, Chairman John EF. Burton 
if the New York Power Authority made it clear that at least insofar as the 
Niagara project is concerned, he is not sympathetic to the time-honored provisions 


Which give preference to public bodies and cooperatives in the sale of power that 
is developed through public funds 

It is distressing to note these views from Mr. Burton, because the preference 
clause is an issue entirely apart from the question of whether the Federal or 
State Governments should build and operate the Niagara project Regardless 
of which agency builds the project, public funds to develop a public resource 
would be used, and the preference provisions, which have rightly been a part of 
our power policy for more than 40 years, should apply 

I want to thank you, Mr. Chairman, and members of the committee, 
for listening to me so patient ly. 

The Coamman. Mr, Blatnik, any questions 

Mr. Buarnix. No questions. 

The Cuatmman. Dr. Wood, any questions ¢ 

Dr. Woop. No questions. 

The Cuamman. Mr. Dondero? 

Mr. DONDERO. | have just two or three quest ions, Governor Lehman. 
Have you at any time ever advocated the abolition of the New York 
Power Authority / 

Senator Lenman. No, I never did. In fact, I was one of those 
that set up the power authority in 1941. 

Mr. Donprro. This discussion has raised two or three very inter- 
esting questions. (ne question is this. I noted that it was stated 
that in the treaty between the United States and Canada it was agreed 
in What manner the Government of the United States should develop 
this power. How does that kind of a subject enter into the interests 
of the Dominion of Canada, or vice versa, as to how we develop that 
power, whether by private enterprise, or by the Government of the 
United States or the State of New York? 

Senator Lenman. I am under the impression, Congressman, that 
there was nothing in the treaty as drafted that pertains to that. When 
the treaty came before the Senate, a reservation was written in by the 
Senate indicating that it was the understanding ef the Senate that the 
power to be developed on the United States side would be developed 
for the public use and benefit. But there is nothing, so far as I know, 
in the treaty itself. 
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Mr. Donn! RO. Some statement was made here this morning that 
certainly gave me that impression. I was just wondering how Canada 
would be interested in what we do or why we would be interested in 
what Canada does with the power. 

Senator LenmMan. Congressman. may Laddthis. There is nothing 
on that particular point in the treaty itself, but there is this reserva 
tion which was included by the Senate in the act rat Ty he the treaty. 
The act of ratification is unilateral and does not involve Canada. lt 


is our decision on how to handle the power. There Is hO Provisiol l 
the treaty, itself. The treaty provides for the allocation of certan 
additional waters for power purposes to Canada and to the United 
States with the provision that Canada has the right to use any part 
of the United States share of the water until the United States wants 
to use them. Asa result, Canada is voing ahead and building powel 


00 cubs 


development plants which can use water far in excess of 65 
feet-second of water allotted to Canada. 

Now, as soon as the United States is willing to develop its share, 
then, of course, Canada will be limited to the same amount of water as 


the United States—in other words, 65,000 cubic feet. 
Mr. Donp ro. There is no difference Oo} Opilion as to thre rights Ol 
each Government Ih the development ot the pow er. Bi 1 the quest 0 


arose and Wits So stated here that we had nereed nthe treatv how Wwe 


would develop it—whether by private enterprise or by Government 
It seems to me that is for us to determine as Well as Canada. 


Senator LEHMAN. So far as I know that was dealt wit! the tre \ 
itself. ; 

Mr. DONDERO. I have one other question. Do you see anything 
this legislation which would in any way permit private enterprise to 
expand the electri powel facilities it now has in the Niagara area / 

Senator Leuman. I see absolutely nothing in the legislatio 


Mr. Donprro. They cannot expand— 

Senator Leuman. I think IT may have misunderstood your question. 
There is nothing in the legislation that would limit the power of pl 
the use of the waters of the 


vate enterprise to expand save throug! 

Niagara River. They can build steam plants wherever they choos 
Mr. DONDERO. That is the pot. But they cannot do it by wate 
Senator Lenman. They cannot do it by the additional water made 

available under this treaty. ; 

Mr. Donp! RO, | was interested in one of your comments that you are 
willing that the local government should have a return in some form 
from the Federal Government or the State of New York of taxes de 
nied to those governments by reason of it being taken over by the 
Federal or State Government. Do you want them to have the same 
amount that private enterprise would pay in taxes‘ How far would 


you go¢ 


Senator Lenman. I suggested the TVA formula, tentatively. As 
[ say, I have not worked it out completely in my own mind. The 


TVA formula is 10 percent of gross receipts. 

Mr. Donprro. Would that be a comparable amount with local taxes 
contributed by private enterprise / 

Senator Leuman. It would not be as much. in my opinion. In 
other words, the city of Niagara Falls would not receive as much taxes 
under this formula as they probably would under a project of private 
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development. But it seems to me that the city of Niagara Falls, 
county of Niagara, and that entire area would profit so greatly 
through the public development of this power and the sale of power 
at low rates that their tax receipts from the new industries that would 
be coming in, the new workers that would be coming in, would far 
exceed the amount that they would lose through the lesser taxes pro- 
vided by public ownership. 

Mr. Donpero. Whereas private ownership could do the same thing. 
If the factories and industries were located there as a result of more 
power, they would get the same results. 

Senator Lenman. They might. But I doubt very much if the pri- 
vate power companies would sell to consumers generally at as low a 
price. 

Mr. Donpvero. As we look down the road ahead, maybe beyond your 
time and mine, suppose that all of the power which would be de- 
veloped by this project was used and there was no more in this area, 
but more was needed. Do you advocate now or would you advocate 
that either the State of New York or the Federal Government develop 
more power, either by steam plants or otherwise, or would you advocate 
that it be done | V private enterprise ? 

Senator Lenman. I would certainly not advocate that as a general 
proposition. My proposal covers only the development of the water 
power on the Niagara River and, of course, similarly I have advocated 
the development of the water power resources of the St. Lawrence 
River. 

Mr. Donpero. In other words, you would want private enterprise 
to do it. 

Senator LenmMan. Do you mean steam plants? 

Mr. Donpero. Whatever they might use. 1 do not know what other 
power would be available. But say 20 vears from now when all the 
power is used and more is needed, shall private enterprise do it, by 
steam plants or otherwise, or would you advocate the Government 
do it? 

Senator Lenman. Congressman, I have specifically referred to the 
development of steam power in my statement. May I say this. The 
development of the Niagara water power would result in a net gain 
of 1,250,000 kilowatts in installed capacity. We have testimony which 
was submitted to the Senate committee, and which probably will be 
submitted to you, that by 1960 it is estimated that there will be needed 
in New York State an additional 1,600,000 kilowatts, and in the States 
of Pennsylvania and Ohio, within transmission distance of this power 
to be developed on the Niagara River, an additional 1,500,000 kilo- 
watts. So that it is estimated that within usable distance there 
would be needed by 1960 approximately 3,000,000 additional kilowatts 
of power; whereas this project, great as it is—and it will be one of 
the great power developments in the world—will produce only an 
additional 1,250,000. 

Mr. Donvero. That is exactly the purpose of asking you that ques- 
tion—when that power is all used, what do we do? I think you want 
private enterprise to do it. 

Senator Leuman. I certainly do. I have this feeling. I think that 
a great stream of water which comes from the runoff of a very large 
part of the United States belongs to all the people of the United States 
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and therefore should be developed in the public interest. Now, when 
it comes to the development of steam power, I certainly not only have 
no objection, but I applaud that development. We have done it in 
New York City. The Consolidated Edison Co. gets substantially all 
of its power from its steam plants and it is continuously growing and 
developing as the requirements for power in that area grow and 
develop. 

Mr. Donpero. That is all. 

The CuarrMan. Mr. Magee. 

Mr. Mager. Senator Lehman, pursuing this question of Congress- 
man Dondero’s just a little further, if the private power companies, 
for example, fail to furnish the necessary power for the rural electric 
cooperatives, I think you might agree that in those instances the Fed- 
eral Government should make a loan and let the REA Co-ops build 
steam plants. Don’t you think that? 

Senator Leuman. Well, I didn’t want to limit it. I have this feel- 
ing, Congressman. While I am unalterably committed in my convic 
tion to the theory that water power such as that existing on the Niagara 
River or on the St. Lawrence River is a matter of public domain and 
should be developed in the interests of the public, as far as steam power 
development is concerned, my feeling is that if private companies can 
and will provide the energy at reasonable rates, they should be en- 
couraged to do it. If they cannot, of course government would have 
to step in. 

Mr. Macer. I think that is correct. That is all. 

The Cuamman. Mr. Machrowicz. 

Mr. Macurowicz. I have no questions, except that I would like to 
compliment the distinguished Senator for a very comprehensive state 
ment and state that my views concur with his statement completely. 

Senator Lenman. Thank you, Congressman. 

Mr. Jones. No quest ions. 

The CuarrmMan. Mr. Steed. 

Mr. Streep. No questions. 

The Cnatrman. I guess that is all, Senator. Thank you very much 
for a very informative statement. 

Senator Lenman. Thank you very much for the opportunity of 
appearing before you, 

The CuHarrman. The next witness will be Mr. Machold. We only 
have about 5 minutes, Mr. Machold. Would you care to return later ¢ 

Mr. Donprro. May I suggest, Mr. Chairman, inasmuch as it is noon, 
why ask the witness to proceed five minutes to twelve when the former 
acting chairman suggested we get permission from the House to sit 
this afternoon during general debate. Would it not be better to sus- 
pend now and come back this afternoon / 

The Ciramman. We will adjourn at this time until 2 o'clock. 

(Whereupon, at 11:55 a. m. the committee recessed until 2 p. m.) 


AFTERNOON SESSION 
Mr. Larcapre. The meeting will come to order. 


The first witness for this afternoon is Hon. William E. Warne, 
Assistant Secretary of the Interior. 
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STATEMENT OF WILLIAM E. WARNE, ASSISTANT SECRETARY OF 
THE INTERIOR, ACCOMPANIED BY R. C. PRICE, CHIEF, WATER 
AND POWER DIVISION OF THE DEPARTMENT OF THE INTERIOR 


Mr. Warne. Mr. Chairman. I am William E. Warne, Assistant See 
retary of the Department of the Interior for Water and Power Devel 
opment. [am accompanied by Mr. R. C. Price, Director of our Divi 
sion of Water and Power. 

It is a pleasure to come before your committee to discuss the matter 
of the redevelopment of the Niagara River. 

We in the Department recommend the immediate authorization by 
the Congress and the construction by the Government of the new 
power works and the remedial works on the Niagara River, contem 
plated by the Niagara Treaty of 1950 and provided for by H. R. 1642. 

The project before the committee deals with one of the greatest 
natural resources in the world. The unrivaled scenic spectacle at 
Niagara Falls, it Is conceded, will be destroyed by erosion unless the 
remedial works agreed to under the treaty are provided in due time. 
In addition, the need for developing the enormous block of hydro 
electric power made potentially available under the treaty of 1950 
is urgent, in the view of the Department of the Interior. 

It was not until the Senate ratified the treaty with Canada a vear 
ago that it became possible for the Congress to provide for the rede- 
velopment of the Niagara River. The redevelopment project per 
mitted by the treaty is already under actual construction on the Cana 
dian side of Niagara Falls. There the first stage of a project for 
power development has been undertaken at a cost of $157,000,000, 
which will create 450,000 kilowatts of new capacity. 

The second stage 6f the project will provide another 450,000 kilo 
watts. By this development, Canada is proceeding now to utilize the 
full Canadian share ot the increased diversions made available by 
the treaty of 1950. Until the Congress authorizes a similar develop- 
ment on the United States sides of the river, Canada has a clear right 
under the treaty to utilize a portion of our share of Niagara water, 
as well as her own. 

The redevelopment of the Niagara under the treaty will increase 
the installed hydroelectric capacity, when both sides of the river are 
considered, to over 3,009,000 kilowatts. There are presently installed 
on the United States side 365.000 kilowatts at the Schoellkopf station, 
which will continue in operation after the redevelopment, and 80,000 
kilowatts in the obsolete Adams station, which will be retired and 
used for voltage regulation and stand-by reserve. 

The bill, H. R. 1642, provides for construction by this Government 
of the new power works on the United States side of the Niagara with 
new installed capacity estimated at 1,330,000 kilowatts. Allowing for 
retirement of the Adams station, this will mean a total installed 
capacity of 1,695,000 kilowatts on the United States side with a 
net gain of 1,250,000 kilowatts in capacity and a net gain of 7.9 billion 
kilowatt-hours in average annual energy production. 

I need not emphasize to this committee the tremendous value of 
the Niagara resource to the people of this country, to our national 
security and defense, and.te the diversified agriculture and industry 
of the Northeast. No other river in the United States, except the 
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Columbia, approaches the Niagara in the opportunity offered for 
production of low-cost hydroelectric energy in a self-liquidating de- 
velopment which will return every dollar invested in the project from 
the sale of power. 

Last week, on Sepiember 14, the eighteenth and last generator went 
on the line at Grand Coulee Dam, the largest hydroelectric power 
plant now in being. ‘This increased the generating capacity of Grand 
Coulee to 1,974,000 kilowatts, or about two-thirds the combined capac 
ty of the United States and Canadian plants on the Niagara, which 
will be in operation after the redevelopment at Niagara Falls. 

Unde authorization by the Congress, the Grand Coulee Dam s 
producing power to liquidate and recover for the Government the 
entire cost of the power development, and a part of the cost of the 
irrigation project which will place over 1,000,000 acres of land in 
product ive use in the State of Washington. 

In the fiseal vear L951, with three less venerators than it has today, 
Grrand Coulee power plant produced 12.8 billion kilowatt hours of 


electric energy. This is comparable to the annual energy production 
of the | nited States plants on the Niagara, estimated to reach a total 
of 11.6 billion kilowatt hours after the redevelopment. The energy 


production ot Hoover Dam and power plant, with installed capacity 
of 1.034.800 kilowatts. in the fiseal vear 1951, was 4.2 billion kilowatt 
hours. 

The reason I have endeavored to give you these figures is because ] 
think you should be aware of the fact that when you talk about the 
redevelopment of Niagara, you are talking about one of the great 
power plants of the World. It is not something that is not demand 
ing of the closest attention and scrut In\ of the ¢ ‘ongress. 


Recognizing that conditions vary from region to region, we can 
nevertheless envision the tremendous public benefits inherent in the 


Niagara redevelopment by reference to the results achieved in miayjo! 
hydroelectric projects which have been authorized by Congress. 

As this conmimlttee is aware, the energy from Grand Coulee ana 
Bonneville is transmitted to load centers for delivery at wholesale 
rates to public ana private distributors in the Northwest. C oordina 
tion of generating plants, public and private, is an accomplished fact 
in the Northwest. 

For the past LO vears the Northwest Powel Pool has been success 
fully developed and operated until today it serves wholesale « 
tomers in five States. 


The Hanford works of the Atomic Energy Commission were located 
at R chland, Wash... 1h World War 1] because the low-cost hydro 


electric power of Grand Coulee was available in the large volume 
required for such an operation, 

In addition, 1? new elect ro-processing plants were located in that 
area. These plants alone have paid over S40 million in Federal and 
State taxes and over S100 million for power from Grand Coulee Dam 
since their establishment. Meanwhile. power rates to consumers 1 
the Northwest have been cut nearly in half and usage by rural and 
urban customers has more than trebled over the last decade. 

The direct aids to the national defense, the savings to consumers, 
and the creation of new industries on the tax rolls which have resulted 
from hydroelectric development in other areas should be realized, also, 
in the redevelopment of the Niagara. 
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The public benefits to which I have referred have been accomplished 
under safeguard provisions enacted by the Congress which have 
proved sound in practice and, indeed, essential to the successful opera- 
tion of power projects of the Government in the public interest. 
These safeguards have been set forth in the Bonneville Power Act of 
1937, which was considered and reported by this committee: the Flood 
Control Act of 1944, which was hkewise considered and reported by 
this committee, and many other statutes. 

In these acts the Congress has provided the means to encourage the 
most widespread use of project power at the lowest possible rates to 
consumers, consistent with sound business principles, and has estab- 
lished preference in the sale of power and energy to public bodies and 
cooperatives. 

The bill, H. R. 1642, contains definite safeguard provisions in sec- 
tion 3 consistent with the power policies established by the Congress 
without which the potential benefits of the Niagara redevelopment 
could not be fully realized. 

H. R. 1642 provides for construction of the power works on the 
United States side of the Niagara under the direction of the Secre- 
tary of the Army and for the construction of the related control and 
remedial works needed to preserve Niagara Falls under the direction 
of the International Joint Commission. 

A counter proposal is advanced in H. R. 5099 that the Congress 
should now authorize the Power Authority of the State of New York to 
take over the entire Niagara redevelopment on the United States 
side of the river and to build all the project works. Such a proposal, 
if adopted, would amount to a surrender of elementary responsibili- 
ties of the Government for this project, responsibilities to the national 
defense, to the preservation of Niagara Falls, and to the international 
obligations assumed by the United States when the Senate ratified 
the treaty of 1950, 

It is difficult to conceive of any useful, practical purpose that would 
be served by abdicating these responsibilities and making a State 
agency operating under the limitations of State law the instrument 
of the Congress 1n building this historical international improvement. 
Certainly the financing and construction of the project would not be 
expedited by such an unprecedented procedure. Without actual ex 
perience in the construction of any power project, the State agency 
would literally start from scratch in undertaking this gigantic develop 
ment, a development which the Federal Government itself is fully 
prepared to complete under authorization by the Congress. 

It is contemplated by H. R. 1642 that during the period of con- 
struction the President shall conduct negotiations with the State 
of New York with the view of reaching an agreement on the transfer 
at cost of the power facilities to the State. The bill provides that 
any agreement negotiated for such a transfer of power facilities 
shall be subject to approval by the Congress and by the Legislature 
of the State of New York before it shall become effective. 

As a basis for the negotiation of an agreement, the bill H. R. 1642 
sets forth certain safeguards to protect consumers of power through- 
out the project area in New York and neighboring States in the dis- 
position of project power, the same safeguards which the Congress 
has invoked in authorizing other major projects. 
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H. R. 1642 provides further that if no agreement is consummated, 
and if no agency has been created to maintain and operate the project 
and to market the power upon completion of the project, it shall be 
maintained and operated under the direction of the Secretary of the 
Army and supervision of the Chief of Engineers, and project power 
shall be delivered and disposed of in accordance with the provisions 
of section 5 of the Flood Control Act of 1944, in other words, by the 
Secretary of the Interior. 

The bill, H. R. 5099, in many important respects is deficient in the 
provisions heretofore approved by the Congress to safeguard the 
interests of consumers in the conservation and development of water 
power resources. 

Onee authorized for construction by the Power Authority of the 
State of New York, as provided by H. R. 5099, the Niagara redevelop- 
ment project would be turned over to that agency, subject to future 
+ gulation by the Legislature of the State of New York rather than 
by the Congress. Conflict and confusion as to whether the project 
was being constructed and operated under Federal or State authority 
would inevitably result. 

H. R. 5099 omits many of the important safeguards set forth in 
H. R. 1642 which have been carefully provided by the Congress in 
authorizing power developments, large and small, since the time of 
President Theodore Roosevelt. For example, the bill makes no ade- 
quate or clear-cut provision for supply of power to municipalities, 
public bodies, or rural electric cooperatives, either within or outside 
New York State. In lieu of such definite safeguards, the bill merely 
inserts the language of certain general provisions of the State Power 
Authority Act and authorizes and directs the Federal Power Com 
mission to issue a license, consistent with these provisions. 

The bill carries no definite assurance or commitment that preference 
customers or consumers generally in New England, Ohio, Pennsy]- 
vania, or neighboring States, or in New York, will share in the bene 
fits of low-cost Niagara power. 

Whatever benefits might accrue to the people of States adjacent to 
New York, under the provisions of H. R. 5099, would have to be 
obtained through interstate compacts. It is obvious, of course, that 
no interstate compacts for the disposal of Niagara power could be 
entered into except by the agreement and consent of New York, which. 
under this bill therefore would have complete control. In the absence 
of interstate compacts, the Federal Power Commission would be 
restricted to the limitations contained in the bill in determining “the 
equitable allotment of power among the States.” This would appear 
to be a formula for interchange of power from projects not yet au- 
thorized or built in such States, rather than a plan for widespread 
disposition of Niagara project power in the populous and productive 
area it should serve. 

I am informed that a bill providing for the redevelopment of the 
Niagara, H. R. 3146, was introduced March 8 and is before this com- 
mittee. This bill on its face provides for turning over directly into 
the hands of private power companies the entire Niagara redevelop- 
ment, involving one of the largest and one of the most valuable water 
powers in the world. 

An identical bill, S. 2021, has been offered and is the subject of an 
adverse report submitted to the Committee on Public Works of the 
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Senate by the Department of the Interior. This bill, in our opinion, 
is in direct conflict with the reservation incorporated in the treaty 
of 1950. Clearly it fails to provide for redevelopment of the Niagara 
for the publie use and benefit. The large savings in power costs 
potentially available from the project could not be realized by power 
consumers of the Northeast under the terms of S. 2021 and H. R. 
3146, in our judgment. 

The Department of the Interior concurs with other departments 
of the Government in recommending the immediate authorization and 
construction of the new power facilities and remedial works on the 
Niagara River provided for by the bill, H. R. 1642. 

We consider essential to the development and use of Niagara power 
in the public interest the safeguards contained in this bill, including 
the provision to protect the interests of power consumers throughout 
the area within economic transmission distance of the project, and to 
retain for the Congress full opportunity to pass upon arrangements 
made for disposal of project power. Because we believe that H. R. 
5099 and H. R. 3146 are deficient in such safeguards, the Department 
recommends that they be not approved. 

Mr. Chairman, that concludes my prepared statement. 

Mr. Larcapr. Thank you very much. 

Mr. Buckley ? 

Mr. Buckxiry. No questions. 

Mr. Larcapr. Mr. Dondero ¢ 

Mr. Donvero. Mr. Warne, did you appear before this committee 
a vyear ago on this projec té 

Mr. Warne. I think I was not before this committee a year ago, 
Mr. Dondero; not on this ee no, sir. [appeared before the Sen 
ate committee, however, this vear, on August 22 on this project. 

Mr. Donpero. I notice in ‘he first part of your statement that it 
is the position of the Debadtaleal of the Interior that such private 
enterprise as now exists at Niagara will be permitted to remain. 

Mr. Warne. This bill applies to the redevelopment project. I be 
lieve the principal plant there, the Schoellkopf plant, would remain 
and would not be involved here. 

Mr. DonpbERo. Will vou tell me how it could remain if the Federal 
Government develops this new power and fixes a rate below _ the 
private enterprise companies are compelled to charge in order to stay 
in business? How could they remain ? 

Mr. Warne. You have predicated that upon assumptions which 
seem to me to have in them weaknesses. 

I know of no indication here that the Federal Government would 
fix rates that would compel the retirement of any company. We do not 
have that in other areas, and I suspect that the Niagara-Mohawk 
Power Corp. might participate in some of the power, if the Lehman- 
Roosevelt bill were enacted. 

Mr. Donpero. Suppose that the rate the Government does fix is on 
a par with the rate now fixed by the New York Power Authority ¢ 
Then how do you predicate the necessity for the Federal Government 
going ahead to develop this power if the rate will be the same as that 
of private enterprise / 

Mr. Warne. I do not know what the rate eventually may be here, 
but whatever it is, I should not think it would be to the disadvantage 
of the Niagara-Mohawk Power Corp. 
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Mr. Donvero. Is it not fair to assume that it will be lower than the 
present rate f 

Mr. Warne. It certainly should be lower than steam power rates 
in the region. 

Mr. DonpEro. Certainly, because the Government has no taxes to 
pay, Which private enterprise does. How can you expect that the two 
rates will be exactly alike ¢ If they are lower than this company 
now vets for its power, how long would it be before they were oul 
of business / 

Mr. Warne. The companies very likely would be selling some of 
this power. In my judgment that would be a probable result. In othe: 
words, the company would profit by whatever the rate might be on 
the redevelopment of this power. 

I do not know of instances in 
of the lower cost Federal power and the safeguards that would be 
instituted under the Roosevelt-Lehman bill, and that have been insti 
tuted under other enactments of the Congress fo1 projects in the West, 
have damaged a private company. They are all operating and doing 
all right. 

Mr. DoNnDI RO. If the Government charged the same rate, certainly 
you take a lot of sting out of my position. 

Mr. WARNE. They take advantage of the reduced cost of their 
power. 

Mr. Donpt RO. Well. to be specific, the company up there pays about 
$255 million a year in taxes, The Government of the United states 
would not have to pay that. 

How can this company or any private enterprise continue to exist 
paying that amount of taxes, when the Government, as a competitor 
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Mr. Warne. You are making assulliptions that the Government is 
a competitor im the same field, and I do not make that assumption 
from the bill. 

In other words, that is certainly not contemplated, if you mean by 
the Government the Federal Government in this instance. 

Mr. Donprro. That is exactly what I mean. 

Mr. Warne. The Federal Government is not in the field of market 
ing the power under this bill. 

Mr. Donprero. What ts contemplated is that the Federal Govern 
ment will turn this over to the State of New York or to its authorities 
That is the purpose of the bill to which you refer. is it not ¢ 

Mr. Warne. That is right. 

Mr. Donprero. Now, last year—in fact, I think it was about August 
15 last vear—we had a rather distinguished visitor and witness be- 
fore this committee who was a member of the New York Power Au 
thority. He said that if you relieve private enterprise of taxes, 
private enterprise can produce the power as cheaply as the Govern 
ment. 

Have you any quarrel. with that position / 

Mr. WARNE. I do not doubt that if by private enterprise you mean 
the public utilities which are really public enterprises 

Mr. Donpero. I refer to this company at Niagara now. 

Mr. Warne. I do not think that the Government, Federal or State, 
bas any monopoly on engineering skills or abilities. Side DY sicle. 
| expect the construction can be done in the end as well and as che iply 
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by one as by the other. I do not argue with that assumption. I do 
not base my position for a moment on the grounds that the construc- 
{ion costs can be less if the Government does it or that there is some 
magic in having the Federal Government, as opposed to a public 
utility company, in possession of a particular power plant. 

My position is, and the position of the Department is, that these 
waters are obviously a public resource. In other words, nobody can 
get on this river without the consent of the Congress of the United 
States. Since it isa public resource, Mr. Dondero, we believe it ought 
to be treated as have been, historically and traditionally, the other 
public resources of the United States. 

In other words, it should be made widely available, not monopolized, 
and it should be used for the public insofar as that is possible. 

For that reason we think that the power from the Niagara River 
ought to be marketed in such a way that no tribute would be paid to 
an individual power company by others related in the region to the 
use of that power. 

Mr. Donpero. On the rivers and the canals of the United States 
that too Is water owned by the Federal Government and vel private 
enterprise uses it. 

Mr. Warne. In certain areas private enterprise is using the water 
resource. Under the Federal Water Power Act of 1920 as amended 
there is plenty ot Opportunity for that to occur. 

Mr. DoNDERO. You and I havea different philosophy. You believe 
that the Government should do all of these things. Private enterprise 
produces taxes and Government eats it. If that is carried to an ex- 
treme, you will not have private enterprise in this country. 

Mr. Warne. I do not mind being berated for ny words, but I do 
not like to have words put in my mouth and then to be berated for 
them. 

lam not opposed to private enterprise } 
not in the power field. 

Mr. DONDERO. Let me see what you think of this position. Great 
stress has been made here by the witnesses of safeguarding the con- 
sumer interest. No one objects to that. I agree with you that it is 
desirable to produce this power. I think it must be developed. 

Could not those safeguards be given to the public by our public 
bodies thru private enterprise as well as if the Government was run- 
ning it? Private enterprise is in exactly that position. 

Mr. Warne. Private enterprise is not in the position of handling 
a gigantic power resource ot this sort at the moment in that area. | 
do not think it can be assumed, under the bill, that the Government 
would in fact be what you call “running it.” 

In other areas when you bring in a gigantic power project, the 
Government has wholesaled the power and not retailed it. In every 
instance, tomy knowledge, in which our department has had a part— 
and that includes certainly the wide reach of them in the west and in 
the south—part of the power has been wholesaled to the public utility 
companies and they in turn have served the retail customer. We do 
not retail the power excepting in rare instances to heavy industry 
power users. 

Mr. Donpero. Do you visualize any private enterprise producing 
power getting any of this power ¢ 


Mr. Warne. Yes, sir; I certainly do. 
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Mr. Donpero. Would it be sold to them at a rate cheaper than they 
can produce it themselves ? 

Mr. Warne. It would. 

Mr. Donvero. Then you are proving what I rather anticipated, that 
the rate would be lower than private enterprise can now charge the 
consumer. That being true, I do not see how they can exist side by 
side, 

Mr. Warne. The privately owned company, in my judgment, will 
have the opportunity to participate in this pool of power and it will 
not be at any disadvantage whatsoever if the rate be lower than what 
it 1s paving presently for some of its power source; not any. 

The record, for example, in the Northwest is to the other side. The 
record there shows that the profits of the privately owned utilitie 
such as Portland General Electric Co.. operating In Portland, Oreg.., 
have increased substantially since the Bonneville power became avail- 
able to them in that region. 

I think we must take some of the evidence that is before us. 

Mr. Donprro. I have one more question, Mr. Warne. 

Governor Lehman this morning expressed the fact that the question 
of taxes would be overcome by industry being attracted to that area. 
You, in your statement, also emphasized that by stating that indus- 
tries in the Northwest had paid taxes up to some $40 million. 

What makes you think that those same industries might not be 
attracted to the area, if private enterprise produces the power rather 
than the Federal Government or the State government of New York. 

Mr. Warne. I would not think they would be attracted there except- 
ing if the rates are low. 

Mr. Donpero. Government has the power to fix the rates over private 
enterprise or any other body. They fix the rates. While there has been 
some severe indictment of State vovernment here before this com- 
mittee, nevertheless, the Federal Power Commission would contro] 
this inasmuch as they control the source, if they sought to do so. That 
could be done under this legislation. 

Mr. Warne. The experience has been, and I think it is demonstrable 
and I think it is without exception, that where the Federal Govern 
ment has, through the devolpment of a large natural resource, made 
low cost power available in a region, that act has stimulated the indus 
trial and the economic development of that region. 

Mr. Donprero. Quite naturally they would go where they can get the 
cheapest power, but I am thinking of a case in my home State of 
Michigan. ‘That is private enterprise, the power produced by the 
Edison Co. 

I do not know of any industry leaving Detroit or staying away from 
Detroit because power is provided by private industry. 

In fact, we are quite proud of the industries located at Detroit. We 
make what you ride in. 

Mr. WARNE. Yes: you do. | drive il Chevy. We are proud of 
Detroit: everybody is. 

Mr. DoNDERO. Well, is there a question about that ? 

Mr. Warne. There is no question in my mind about the pride we 
all take in Detroit. However, the power rates are not the determining 
factor in the location of industry in Detroit. 

Mr. Donpero. That is true, but it would be true whether it is public 
power or private power. 
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Mr. Warne. That is quite true. However, in the location of the 
light metals industry and certain of the chemical industries where 
power is a major factor in the cost of the end product, power rates 
are determinative in the location of the industry. 

Mr. Donvero. That is all, Mr. Chairman. 

Mr. Larcape. Thank you very much. 

The gentleman from Maryland, any questions / 

Mr. Fatton. No questions. 

Mr. Larcape. The gentlemen from ¢ alifornia, Mr. Scudder / 

Mr. Scupper. No questions. 

Mr. Larcapr. The gentleman from Missouri 4 

Mr. Macer. No questions. 

Mr. Larcapr. Mr. Blatnik? 

Mr. Biarnirx. Mr. Warne, you covered a factor of interest to me 
and that is the safeguards. Senator Lehman spent some time on 
that this morning, emphasizing and underscoring the need for the 
safeguards which are spelled out in the Lehman Roosevelt bill. I 
believe it is referred to in some respect in the Cole bill, but it is com- 
pletely eliminated in the Miller bill. 

The safeguards which are spelled out in detail in the Lehman 
Roosevelt bill, are they similar with previous major hydroelectric 
projects approved by this committee and the ¢ ongress ¢ 

Mr. WARNE. Yes, sir. They are in almost the same language, and 
have the same points that the major enactments in this field have, 
all of which, excepting one—the 1939 Reclamation Act—come out of 
this committee, 

Mr. Buarnix. Were those safeguards spelled out in the authoriza- 
tion for the Bonneville project ¢ 

Mr. Warne. Yes, sir. 

Mr. Buarnikx. And the Grand Coulee ? 

Mr. Warne. Not in identical language in the Grand Coulee project, 
but the power from Grand Coulee is heing marketed under the Bonne 
ville Act or rather under the Bonneville Administration, and to all 
intents and purposes they are identical there in application. 

Mr. Buarnik. Is there any project of any consequence, any hvdro- 
electric project, that has been authorized by this Congress in the 
last 15 or 20 years that has not had these safeguards in it / 

Mr. Warne. No, sir; and perhaps in milder form, there has not been 
one in the period since 1906 and there were none before that. 

Mr. BLatrnik. So the proposals in the testimony, or the recom- 
mendations in the testimony by the Power Authority people—the 
chairman particularly, Mr. Burke, last year when he testified in Au- 
gust 1950—would be quite a departure from well established Federal 
policies with regard to public power, would they not / 

Mr. Warne. I do not recall the details of the specific testimony to 
which you refer, Mr. Blatnik, but to proceed with the authorization 
of a great power project without these protections of the public inter- 
est would certainly be a departure from past practice. 

Mr. Fatrton. Will the gentleman yield ¢ 

Mr. Biarnix. I yield. 

Mr. Fatton. When you speak of safeguards, do not the public serv- 
ice commissions of the respective States, are they not in the position 
to give the same safeguards that might be in a bill ¢ 
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Mr. Warne. The public service commissions of the various States, 
I think for the most part, deal only with intra-state rates. I know 
of none of them that could open the way for public use of this power 
and would include, for example the ee of policies, included in 
the safeguards in the Lehman-Roosevelt bill that would look toward 
the widespre ad regional use of the power 1: ather than the concentration 
of its use in the favored company’s area, or that kind of thing. 

Mr. Fation. I live in the State of icusioed. and we buy our power 
from privately operated concerns. I have never known, outside of rate 
increases which, of course, every consumer is opposed to at all times, 
I have never known of any time when they were unfair in their dis- 
tribution. Anybody who wants power can get It and they can get 
all they want of it. 

Mr. Warne. At a price. 

Mr. Fautton. I know you are going to have to pay the price. 

Mr. W ARNE, You are voing Lo have Lo pay the price. The advantage 
that I see here and the advantage that | think we can demonstrate in 
the Northwest, for example, in the assurances that would be given 
relative to the wide use of the power would be that the tremendous 
stimulant resulting from the lower costs of this huge block of power 

Niagara would be more widely spread, that it would not all be con- 
centrated in the system of a single power company of a self-selected 
group of power companies, but would, through the guidance of the 
enactment itself, and through the administration of the New York 
Power Authority, be available more w idlely. 

Now, if Maryland were closely situated to Niagara, separated by a 
— piece of New York State only, you might be very much inter- 

sted in having Maryland partic ipate in part in this power. 

Mr. Fartson. The situation being what it is, is it not true that the 
people who buy private ly owned power are mak mega con itribution to 
the operation and distribution, to these people who might get it 
cheaper, in the form of taxes / Would that not be the case / 

Mr. Warne. It seems to be assumed that a private company would 
not get any power from Niagara unless it built this plant. I think 
that isan assumption which is out of all reason. 

Mr. Fatton. But you speak of cheaper power 1n the Northeast or 
the Northwest, where they are getting it through Government-owned 
power proje ts. 

Is it not true that the only reason it is cheaper is hecause the people 
who buy this power from privately owned concerns pay taxes? 

Mr. Warne. No. 

Mr. Farion. If they are tax exempt, certainly they are at an ad 
vantage, as Mr. Dondero said, over a privately owned concern that 1s 
operating up here now paying some 325 million a year in taxes, 

Mr. W sRNE. There are other easons, however, why the pr ivate ly 
owned companies power might st more expensive, including the fact 
that they may be paying a dividend and that kind of thing 

Mr. Fatton. Would that not be one of the main factors? 

Mr. Warne. It might be a factor. I would certainly say that taxes 
are a factor in the cost of the public utility system. 

When the companies jump up and down and take credit for paying 
the taxes, though, I always remember that it is the consumer who 
pays the taxes and not the company. They get their profit out of 
power just the same, and the taxes are passed on. 
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Mr. Fation. Can the consumer not reach a position where they have 
a double tax? They are being taxed for the power they use and being 
taxed for the power somebody else uses. 

Mr. Warne. I am unable to see how that could possibly be true 
under this measure, because I believe there is some kind of payment in 
lieu of taxes to be proposed in connection with this bill. That would 
seem to wash out what I believe is a theoretical advantage gained in 
that respect. I think we ought to keep in mind that so far as I know 
no one has proposed that the New York Power Authority go into com- 
petition by the means of putting out lines and competing in the 
Niagara-Mohawk region with the Niagara-Mohawk Power Corp. 
Whatever power is sold in that area would be sold, I assume, through 
the Niagara-Mohawk Power system. 

Now, there are some 50 towns, I believe, in the State of New York 
that have publicly owned electric distribution systems. Some of them 
very likely would be within transmission distance of this project and 
would receive power from this area. It is an important thing, in my 
judgme nt, to protect the interests of the pub lie agency. They are at 
the mercy of generally unfriendly interests, otherwise. 

That, in my judgment, is an important provision in the bill. 

Mr. Fatton. Mr. Chairman, I yield back to Mr. Blatnik. 

Mr. Buatrntk. Mr. Warne, this morning Senator Lehman testified 
that he stated that representatives of the New York Power Authority, 
in testifying before the Senate committee, raised this objection: That 
they rather strongly pointed out that it would be rather difficult to 
reach all these agreements spelled out in H. R. 1642 and therefore the 
ultimate end would be that the whole Niagara power project would be 
turned over to and run by the Department of the Interior. 

The Senator further mentions “We refer to an Assistant Secretary 
of the Interior and the Department denied any such devious purpose.’ 

Would you elaborate on that important point ? 

Mr. Warne. I was the witness and I do deny the devious purpose. 

There is no foundation and no justification that I can see at all for 
the claim that the Department has sought to intrude itself in the power 
field in the State of New York and take over the operation of either the 
Niagara power project or the St. Lawrence power project. 

As the members of this committee and the Senate committee know, 
the Secretary of the Interior and other officers of the Department, 
including myself, have frequently appeared in public hearings in 
support of resolutions to authorize the St. Lawrence development and 
in connection with this redevelopment program. 

These resolutions, like the present bill, H. R. 1642, set up the 
machinery for negotiation with the State. 

In 1946 there was a tentative memorandum entered into between 
the Corps of Engineers and the New York Power Authority and it 
has not been our Department that has shied away from that. We 
are here supporting the purposes now. 

If it has been kicked over in any way, it has been kicked over by the 
New York Power Authority. 

I do not see why the P resident cannot arrive at the arrangements 
that are anticipated in the Roosevelt-Lehman bill, if the bill is enacted, 
and I do not see any reason to think that we shall fail to get that 
agreement ina project which the Congress may approve. 
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If there is not an agreement and if there is failure, or if the Congress, 
after agreement has been reached, declines for one reason or another to 
approve it, it is then true that the provisions of the Flood Control Act, 
in section 5, which are broadly applicable to other projects in the 
country, would become applicable here. 

Under that situation only would the Secretary of the Interior have 
the jurisdiction to market this power. 

Mr. Biarnik. You see no difficulty though in agreement being 
reached between the State of New York and the Federal Government é 

Mr. Warne. I think if the Congress lays down the rules, as you 
would in this bill, the agreement can be reached. 

Mr. Brarnirk. That is all, Mr. Chairman. 

Mr. Larcape. Are there any further questions by any member of 
the committee ? 

Thank you very much, Mr. Warne. We are very glad to have had 
you appear. 

Mr. Warne. Thank you, Mr. Chairman. I appreciate the oppor 
tunity. 

Mr. Larcape. Is Mr. Machold here? 

Mr. Macuorp. Yes, sir. 


STATEMENT OF EARLE J. MACHOLD, PRESIDENT, NIAGARA 
MOHAWK POWER CORP. 


Mr. Larcapr. Mr. Machold is president of the Niagara Mohawk 
Power Corp., of Syracuse, N. Y. He has been waiting since yester- 
day to testify. The committee regrets very much, Mr. Machold, that 
it was impossible for us to reach you before this time in view of the 
fact that you were scheduled to appear earlier. 

I think you have been present and understand the situation. 

Mr. Macnoip. Thank you very much, Mr. Chairman. I appre- 
ciate this opportunity to appear before your committee. 

Mr. Larcapr. You may proceed. 

Mr. Macnoip. My name is Earle J. Machold, and I am the presi- 
dent of the Niagara Mohawk Power Corp., whose principal office is in 
Syracuse, N. Y. 

The Niagara Mohawk Power Corp. is a utility company serving a 
large part of the up-State New York area, where this project we are 
talking about is physically located. Its service territory extends from 
the Hudson River Valley in the eastern part of the State to the St. 
Lawrence River on the north hand to the Niagara frontier in the west. 
Niagara Mohawk is also the successor by merger to the Niagara Falls 
Power Co., which constructed and has operated the only existing 
hydroelectric power developments on the United States side of the 
Niagara River. 

I appear, however, not only on behalf of Niagara Mohawk but also 
on behalf of all the public utility companies in New York State with 
which the electric transmission facilities of the Niagara Mohawk 
system are physically interconnected. Those companies are New 
York State Electric & Gas Corp., which renders electric service in the 
south central part and in a substantial portion of up-State New York; 
Rochester Gas & Electric Corp., which renders electric service in the 
city of Rochester and vicinity; Consolidated Edison Co. of New York, 
Inc., serving the metropolitan area of New York City, and Central 
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Hudson Gas & Electric Corp., rendering service in the cities of 
Poughkeepsie, Newburgh, and other communities on or near the 
Hudson River. 

The companies on whose behalf I appear serve in the aggregate 
areas comprising 43,000 square miles or some 90 percent of the area of 
New York State. Those areas have a total population of over 
13,600,000 or some 90 percent of the population of the State. I have 
submitted here for the use of the members of the committee a map 
depicting the service areas of the several companies. 

(The map referred to is on file with the committee. ) 

Mr. Macnioip. I want to emphasize at the outset of my statement 
that the further development of the Niagara River as proposed in H. R. 
1642 is solely a hydroelectric power development. The project: in- 
volves no dam or other structure in the river. 

The redevelopment involves no public function of Government, 
State or Federal, and would place Government purely and simply in 
the power business. We submit there is no justification whatever for 
Government, either Federal or State, to construct or operate the re- 
development of the Niagara River. Private suthetuion, represented 
by the companies for whom I speak, is not only ready and willing but 
best qualified to construct and operate the redevelopment. Congress 
should avoid recourse to public funds and adding to the ever-increas- 
ing financial burdens of the Nation, while at the same time precluding 
the creation of substantial amounts of taxable property and tax reve- 
nues. The electric companies in New York State, on whose behalf I 
appear, desire to undertake promptly the proposed redevelopment 
through a company to be organized and financed jointly by them. 

There do not exist here any considerations of areas or people without 
electric service. There do not exist here any public functions of Gov- 
ernment with respect to navigation, flood control, reclamation, Irrige . 
tion, or sanitation. None of the bases relied upon by the Congress 
upon previous occasions as justifying governmental power develop- 
ments exist here. In nosense is the Niagara redevelopment a multiple- 
purpose project. 

The only possible governmental interest involved in the utilization 
of the additional waters now available is the preservation of the scenic 
be; auty of Niagara Falls. According to the report of the Bureau of 
Power of the Federal Power Commission referred to in the proposed 
legislation, the cost of the remedial works would involve an expendi- 
ture of some $2 million to be borne equally by the United States and 
Canada. 

I think someone representing the Army engineers testified yvester- 
day that it might be as much as 10 million. That 10 million is to be 
borne undere the terms of the treaty, half by Canada and half by the 
United States. 

In any event this cost is infinitesimal in relation to the power project 
itself which the Bureau of Power has estimated to cost from $308,000,- 
000 to $350,000,000 on the basis of January 1949 price levels. 

There remains only the argument of sponsors of the proposed leg- 
islation that the additional power to be made available through the 
redevelopment. will cost the consumer less if the redevelopment is con- 
structed and operated by government. 

Mr. Donvero. Is the portion of the State of New York shown in 
green on this map, the portion served by your company ? 
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Mr. Macno.p. That is correct. 

However, this argument ignores the fact that the difference in cost 
is attributable to the huge sums of taxes paid by the electric companies 
and tothe differential in the apparent cost of raising capital, Again, 
in the latter connection, the differential is attributable to the non 
taxability of the income upon securities issued by State governments or 
their agencies, and, in the case of securities issued by the Federal Gov 
ernment, not only to the fact that the taxpayers underwrite the risks 
but to the fact that the Federal Government issues securities of very 
short maturity to keep interest costs low. Of course, private entet 
prise could not finance a project such as the redevelopment of the 
Niagara River in any such manner. 

Moreover, it should be borne in mind that estimated costs for cor 
structing Government plants are very often far exceeded by the actual 
COsts, We firmly believe that our COM pPanles Can do the jo) at less co 
and faster. 

In addition to requiring the appropriation of hundreds of millions 
of dollars of public funds, governmental development would yield 
no revenue Ww hatever forthe support ot Federal. state, or local rover! 
ments. On the other hana, redevelopment by private enterprise would 
avoid any appropriation of public funds and would yield Federal, 
State, and local taxes estimated at 823,000,000 annually: Federal 
taxes of S9.250.000, State taxes of 54,500,000, and local taxes of $9, 


‘ 


450,000. Since these estimates give effect to the tax rates prevailing 
at the time of the completion of the report of the Bureau of Power 


and not to current or immediately prospective tax rates and give no 
effect whatever to taxes which security holders would pas upon then 
interest or dividend income, the aggregate tax estimate of S23.000.000 
annually may be understated. However, on this basis and assuming 
the continuance of current tax rates, in some 15 years the total taxes 
paid in the event of redevelopment by private enterprise would return 
to Federal, State, and Local governments an amount of taxes equal 
to the entire cost of the redevelopment. 

Neither the Roosevelt bill before this committee nor the Lehman 
bill, the companion Senate bill, make any prov ision for payments in 
lieu of taxes for the support of State and local governments. How 
ever, during recent hearings on the Lehman bill, in apparent aware 


ness of the hardship of the bill upon State and local governments, 
Senator Lehman stated a willingness to amend the bill to provide for 


payments in lieu of taxes “on the model of TVA.” Experience with 
such programs have demonstrated that they fall far short of reim 
bursing State and local governments for the property taxes lost as a 
result of Federal construction of the project. This subject was in 
vestigated by a task force of the Hoover Commission on Organization 
of the Executive Branch of the Government. In its report on Water 
Resources Projects in January 149, it was stated : 

In Administrative Memorandum No. 12, prepared by the Federal Power Com 
mission in January 1948 for the use of its staff in determining the cost and valne 
of power, allowances of 1.4 percent of the Federal hydroelectric power investment 
are adopted for payments in lieu of property taxes to reimburse State and local 
governmental units for taxes lost as a direct result of the construction of the 
project (for privately owned steam plants this memorandum adopts 1.75 percent 
for State and local taxes and 1 percent for Federal taxes) ills 
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The Tennessee Valley Authority in 1947 paid $1,668,000 in lieu of taxes although 
the Federal Power Commission formula of 1.4 percent of the investment allocated 
to power would have required a payment of approximately $7,314,900. 

Further, the Hoover Commission task force had this to say with 
respect to the ability of the Federal Government to undersell the elec- 
tric rates of privately owned companies: 

(a) In many cases, interest during construction is not charged, and the in 
vestment is thereby understated (e. g., Tennessee Valley Authority) 

(b) The equivalent of taxes (local, State, and Federal) paid by private com 
panies is not included during the construction period or annually 

(¢) Substantial portions of the cost are charged to other than power, i. e., to 
nonreimbursable items, such as flood control, navigation, et 

Finally, the Hoover Commission task force reported an analysis of 
typical residential and commercial electric bills in areas of both pub 
licly owned and privately owned utilities and concluded : 

In general, this analysis shows that the differential between the public power 
bills and those for privately owned power companies is roughly equal to the 
tax component. 

In view of the absence of any public functions of Government 
and in view of the existing and ever-increasing financial require- 
ments of the Nation as a whole, the Congress should not hesitate 
to reject a course which requires the expenditure of large sums of 
public funds, adds to the public debt, and results in the loss of sub- 
stantial annual tax revenue particularly where private enterprise 
can and has for more than 30 years been prepared to do the job. 

When the Congress in the past has found justification for govern- 
mental power devlopment, it has been only as an incident initially 
to multiple-purpose projects involving governmental functions. In 
such cases, the additional generating capacity made available has 
been tremendous in relation to the capacity existing in the area in- 
volved so as to produce a radical effect upon the area’s power economy 
as a whole. Such conditions do not exist here. The generating 
capacity in the State of New York in 1950 aggregated 6,250,487 kilo- 
watts and 291% billion kilowatt-hours were produced. Even if 
redevelopment is made at Niagara, our companies must in the future 
continue to provide additional generating capacity to meet the grow- 
ing load. Approximately 2,000,000 kilowatts of additional generat- 
ing capacity are presently under construction by the electric companies 
in the State of New York and will be completed long before any 
additional Niagara power can be made available. The additional 
capacity of 1,152,000 kilowatts to be made available through redevelop- 
ment of the Niagara River would increase this total capacity in the 
entire State by 13.7 percent, and represents less than 60 percent of 
the capacity actually under construction at this time. Even this 
percentage of increase is reduced when effect is given to the con- 
struction which the private utility companies have planned but not 
yet commenced for installation before 1960. For example, in the 
Niagara Mohawk system alone the projection between 1952 and 1960 
is a minimum of 850,000 kilowatts of additional capacity. 

I do not mean by the foregoing to minimize at all the urgent need 
for the Niagara River’s additional available generating capacity. 
When the Senate Foreign Relations Committee had before it for 
ratification the treaty with Canada relating to the diversion of ad- 
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ditional water, I appeared, and also addressed a letter to the com- 
mittee chairman urging the committee’s favorable consideration of the 
treaty. I then pointed out that the rapid growth in demand for 
electric service in the State of New York would in the future require 
substantial additional steam electric-generating capacity, even though 
all available hydroelectric-power resources were fully utilized. My 
letter to Senator Tom Connally, dated May 23, 1950, was made a 
part of the record of the hearings before the Senate Foreign Rela- 
tions Committee. It was also made a part of the record before the 
House Committee on Publie Works in the last session of the Congress 
In connection with a bill then pending similar to the one now before 
you. I should like to have it made a part of the record of these 
hearings. 

Mr. Larcapr. How long is it? 

Mr. Macuonp. It is three or four printed pages. 

Mr. Larcapr. Without objection, it is so ordered. 

(The letter referred to follows:) 


ng ratification of treaty t n the United St 


itional diversion of Niagara River water for power purpo 






NIAGARA MOHAWK PoWER Corp., 
Syracuse, N. Y., May 23, 1950. 
Hon. Tom CONNALLY. 
Chairman, Committee on Foreign Relations, 
lnited States Senate Office Buildina. 
Washington. >. € 

Dear Str: Your committee presently has pending before it for consideration 
and recommendations the treaty recently negotiated by representatives of the 
Government of the United States and representatives of the Government of the 
Dominion of Canada to permit diversion of additional water from the Niagara 
River for power purposes 

As chairman of the Committee on Foreign Relations, you may find it helpful 
in your deliberations to have a statement of the policy and position of the Niagara 
Mohawk Power Corp. (which owns the Niagara Falls Power Co.) with respect 
to the proposed treaty 

The Niagara Falls Power Co. is presently the only company or organization, 
public or private, which utilizes the waters of the Niagara River for power pur 
poses on the American side of the river It (the Niagara Falls Power Co.) holds 
a 5i-vear license from the Federal Power Commission, issued in 1921 (license 
No. 1) under the provisions of the Federal Water Power Act, authorizing the 
diversion of 19,725 cubic feet per second of water of the Niagara River for power 
purposes, Which, together with 275 cubic feet per second covered by temporary 
wuthorization granted in 1928, is utilized under the terms of the license, in its 
Schoellkopf station, to develop 365,000 kilowatts of, electric power. It also pres 
ently utilizes 12,500 cubic feet per second of water from the Niagara River under 
temporary permits, making use of its Adams station, which develops about 
80,000 kilowatts of electric power. In addition, the Canadian Niagara Power 
Co., Ltd., a subsidiary of the Niagara Falls Power Co., presently utilizes approxi- 
mately 10,600 cubic feet per second of the waters of the Niagara River on the 
Canadian side to develop 80,000 kilowatts of elecqtric power, 35,062 kilowatts of 
which are exported to the United States pursuant to a firm contract with the 
Niagara Mohawk Power Corp 

At the time the proposed treaty was negotiated, representatives of the twe 
Governments had available for their consideration the September 1!40 report 
of the Bureau of Power, Federal Power Commission, titled “Possibilities for 
Redevelopment of Niagara Falls fer Power.” This report sets forth in detail 
the recommendations of the Bureau for ultimate and complete utilization of the 
waters of the Niagara River for power purposes consistent with the preservation 
of the scenic beauty of the Falls in the Niagara River 

Representatives of Niagara Mohawk Power Corp. cooperated with engines rs 
of the Federal Power Commission and of the Power Authority o 
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New York in preparing that report. All of the participants are in accord con- 
cerning the engineering recommendations contained therein, with the exception 
of certain minor details which are not important here. 

The study from which the above-mentioned report of the Bureau of Power 
emanated actually was suggested by the writer to the Federal Power Commission 
and to the Power Authority of the State of New York early in the vear 1947 
After conferring with both agencies it was agreed that representatives of the 
two Government agencies and of our company would endeavor to agree, from an 
engineering viewpoint, upon the manner of best utilizing additional waters of 
the Niagara River for power purposes, when and if the International Boundary 
Waters Treaty of 1909 should be revised to permit additional diversion 


The report itself acknowledges appreciation of the cooperation and assistance 
given by Mr. Edwin S. Bundy, vice president and chief engineer of Niagara 
Mohawk Power Corp., in its preparation 

As the Bureau of Power report indicates, we advised the Federal Power Com 
mission that, in the event additional diversions should be itthorized by treaty 
hetween the two countries, this Company desired to use such additional water 


for the development of electric power 
We il 


r : 
The Niagara Mohawk Power Corp. renders service to about SSO0.000 electri 


tl 


e prepared to finance any such development and are fully able to do so 


customers in an area of about 21,000 suare miles, having a population of approxi 
mately 2,800,000 persons, and extending from Albany and Hudson on the east to 
Buffalo and the Niagara Frontier on the west, and north to and including 
evdensburg and Massena on the St. Lawrence River We will have constructed, 


since the end of the war, to and including 1952. additional electric-generating 






capacity of 700,000 kilowatts (mostly steam) to meet the expanding demands 
of the farms, homes, commercial enterprises, and industry of this territory 

The entire Niagara Mohawk Power Corp, system is interconnected by a net 
work of high-voltage electric-transmission facilities It also has high-voltage 
transmission facilities interconnected with the systems in New England on the 
east: New York City, New Jersey and Pennsylvania on the south: and with the 
svstem of the Hvyvdro-Electric Power Commission of Ontario on the west and 
north 

While recent widely publicized estimates of the need for ad litional electriec- 
power development in the territory may be on the extravagant side, our own 
studies indicate that the Niagara Mohawk I p. system must provide a 
minimum of 850,000 kilowatts of new generating capacity between 1952 and 1960 


Power Cor 
to provide for expected increase in demand for electric service in its territory 
alone 'f vou attribute the same rate of growth to the other systems serving 
the public in the State of New York, it seems certain that by 1960 the 1,152,000 
kilowatts of additional generating capacity which will be made available by the 
proposed additional diversion of the waters of the Niagara River for power pur 
poses will be utilized within the State of New York and, as a matter of fact, can 
be utilized in the system of Niagara Mohawk Power Corp. alone 

Electricity has contributed importantly to a better way of life and to the 
standard of living in this country Dependable electric service has become a 
vital necessity to modern society The availability and dependability of such 
service at the lowest possible price consistent with sound economics has become 
a matter of social as well as economic consideration and concern 

The furnishing of abundant, reliable, and low-priced electric energy to the 
people in the territory which we serve is one way we contribute to greater en 
jovyment of modern, comfortable living conditions, and to the further advanta- 
geous use of electric service in rural and farm areas 

Almost 100 percent of the farms in the territory of Niagara Mohawk Power 
Corp. now are taking our service or have it available to them, and by the end 
of this vear I expect to be able to state that electricity is available to all of the 
farms in our service area 

Much publicity has been given in recent months to the average rate per kilo- 
watt-hour paid for electric service by domestic consumers in New York State 
The New York State Power Authority reported the 1948 average use of electricity 
by domestic consumers in the State of New York to be 1,218 kilowatt-hours and 
the average cost to be 3.81 cents per kilowatt-hour To set the record straight, 
I want to record that in the Niagara Mohawk system in 1949 the average cost 
for domestic consumption was 2.61 cents per kilowatt-hour (2.66 cents in 19458) 
and for farm use was 2.20 cents per kilowatt-hour (2.50 cents in 148) The 
average use in 1949 for domestic consumption was 1,691 kilowatt-hours (1,625 
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3.553 kilowatt-hours (3 


in 1948) and for farm consumption ! 
1950 due in part to a rate reduc- 


use Will be creater and the average cost less in 
tion made effective on May 1, 1950 





I have related these facts in order to inform you briefly of some of the cir 
cumstances and considerations which lead us to he holehearted] I ivor oO 
the con rmation of the treaty between the United States dl ¢ ! | puthor ne 
further permanent diversion of waters of the Niagara River for power purposes 

The rapid growth in demand for electric service in the State of New York le . 
us to believe that additional substantial steam electric-generating pacity 
be required in the years ahead, even though all ! ble h roel c- power 
resources are fully utilized 

We are confident of further industrial expansion in the State of New York, and 
that domestic, farm, and commercial customers will increase in bers and 

ni i Ise « electric service Greater use of electric energ\ il ts ut Zat n 
for the performance of tasks to which it is not now applic contribute sub 
stant To on expand ne ecomomy 

If the electric capacity and energy to rom the additional ersion 
( Waters f he Niagura Rive ire not ble. the companies now ren 
cle ele service in New You Stiute | have to provide other production 
Paciiitie eet the growil tl nds for electric service 

veo urge vou to give favorable consideration to the ] oposed ent In. the 
event of its approval by the Senate of the United States, we expect te sk the Fe 
eral Power Commission to grant Niagara Mohawk Power Corp. a license for the 
development of electric energy through the utilization of the additional rs 
so authorized to be diverted for power purposes 

There are no considerations of navigation, recla tion, flood contre or ir 
vation involved in the proposed additional diversi ‘ Waters ¢« he Niagara 
River Here is one instance where the probl s confined to the naked questio 
of use of waters of a stream for power purposes alone 

Iv reason of its constant study and ¢ erience in the ~¢ | wit of this 

ve ! r power purposes fo er OO) ve =, N Mol |’ ‘ ( 

l thie ow-how to make this elopment and re pre] ed dertake 

t without the use of public funds 

In addition e estimate that the pri t¢ orpora k hg t ‘ eve ent 
would pay approximately $23,000,000 ant illv in Feder Stute nd ‘ iXes 
divided follows 

ed ) SO BAO, OOO 
tite $C 
| » 450. O00 

I} ad renee ( ( the estimate ost of ele nergy prurboiie 
iS « ] d to a private development = set fort ere he Bure 

a Lowe e rete ree Te pil itl I Ti ‘ 1 ‘ it¢ es t 

maid he event of development \ mri 4 ‘ I 

Henne ( Sts That repo mike ne aiowances in ‘ iX¢ the eve I | 

) (ie | it t al Tizi tie = 

I « 7T R to be nnderstoc 7 oring ni ‘ hie Mose treaty 

‘ monn the Ssumper th \ Mol \ I’ er ¢ ‘ I ed 

ti 7 ‘ { na Ville “ be ad erted Poe | 
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hve emand for « et ¢ Service the N ira Moha k P er Ce } erritory 
and it he State « Ne ork w ! rill ! e so rap ; he 

ent t« ‘ hat utilizutio of t s 1 I ‘ ( ve }) ( 
impel ve hee ise of the economy in the ‘ ne ! ele } el 
fre that source 

rhe N ira Mohawk Power Cory es that it 1 be permittee const 
and operate the fac es to utilize, for power ] ‘ e l ite 
of the Niagara River propos Oo be diverte 

IT 1! den j the Tairness of Hi erl el y I 
nie ‘ neerned with the mstruction of pera I pial ! roerect 
prod et facilities for utilizing the rdditiona ers he Niagal tive 

we fe certain that some fair method of cCooperatiol l Sat ' I 
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The private utility companies now rendering electric service in New York 
State (their consumers, employees, and stockholders) should be participants in 
the effort to utilize the full potentialities of the power resources of the Niagara 
River in a manner consistent with the best interest of the public and without 
jeopardy to the great scenic spectacle at Niagara Falls. 

Very truly yours, 
NIAGARA MouHawk Powrr Corp 
EARLE J. Macuonp, President 

Mr. Macnorp. The increasing need for power, not only through the 
constant natural growth in all of our service areas but especially in 
the light of the existing international situation, requires that addi- 
tional development at Niagara Falls be commenced forthwith so as to 
make the power available at the earliest possible moment. Our com- 
panies, having accepted the franchise obligation to provide electric 
service in the respective areas served, are proceeding and must neces- 
sarily proceed to build additional generating capacity to meet the 
growing requirements for such service in the area. A redevelopment 
at Niagara is an additional source to meet these requirements. It 
should be made by the companies serving the area and integrated into 
their presently pooled sources of supply without cost to or burden 
upon taxpayers whose interest in the redevelopment is remote. The 
industries throughout the State have tremendous power demands. 
Their products in most instances are vital to the national defense and 
they can utilize ever-increasing amounts of power. Of course, with- 
out a most substantial commercial and industrial demand for power, 
there would be no low-cost power for anyone, since it is the combina- 
tion of varied types of demands for power which enables an electric 
system to operate at high capacity and keep all rates low. 

The additional power which can be developed on the United States 
side of the Niagara River will be absorbed quickly. The projection 
for Niagara Mohawk alone of at least 850,000 additional kilowatts 
between 1952 and 1960, to which I have referred, demonstrates how 
easily the group of companies for which I speak could absorb all of 
the additional Niagara power, and this is without regard to the sub- 
stantial increase in large industrial use which is certain to accom- 
pany the availability of additional firm hydroelectric capacity. 

The urgent need for the additional available Niagara power and the 
speed with which all agree it should be made available present further 
compelling circumstances for rejecting any governmental develop 
ment. The group of electric companies for whom I speak is pecu- 
liarly fitted to undertake the project and best qualified to commence 
construction forthwith and complete it most expeditiously. The 
Niagara Mohawk Power Corp. system has had over fifty years of 
constant study and experience in the use of the waters of the Niagara 
River for the development of electric energy. Only Niagara Mohawk 
has constructed and operated hydroelectric plants on the United 
States side of the Niagara River, where it has two generating stations. 
One of these is known as the Adams station, whose capacity is 80,000 
kilowatts. The other is the Schoellkopf station, with a capacity of 
360,000 kilowatts, making a total capacity of 440,000 kilowatts. 

The Adams station was the first large hydroelectric station built in 
the world. Its plant No. 1 was built between the years 1890 and 1900, 
Plant No. 2 was built between 1900 and 1904. 

The Schoellkopf station was constructed in three sections, known as 
stations 3A, 3B, and 3C. Station 3A was constructed between 1903 
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and 1914, 3B between 1918 and 1920, and 3C between 1922 and 1924. 
In 1920, in the proceedings before the Federal Power Commission 
which resulted in the issuance of the license for Niagara Mohawk’s 
existing development on the Niagara River, the Niagara Falls Power 
Co., since merged into Niagara Mohawk, proposed a plan of over-all 
development which did not differ in any sig ong aspect from the 
engineering recommendations now presented | yy the report of the 
sureau of Power of the Federal Power Commission referred to in the 
pending bills. As a matter of fact, the use of a pumped storage 
Slide to increase the peak capacity was developed by Niagara Mo 
haw k’s engineers who proposed it to the Federal Power Commission 
during the discussions leading to the report of the Bureau of Power. 
We have long since completed the preliminary studies necessary to 
undertake the redevelopment. Niagara Mohawk already owns all of 
the riparian lands and all of the rights-of-way required for the 
redevelopment. ‘There is no substantial disagreement or important 
difference with the engineers of the Bureau of Power or of the Power 
Authority of the State of New York as to how the development should 
be made. As the report of the Bureau of Power states, there was 
cooperation between Niagara Mohawk’s Soetee rs and the engineers 
of the Federal Power Commission and New York Power Authority 
in the preparation of the Bureau’s recommendations. 

In A ee 9 all of the preparatory steps and studies have been com- 
pleted and our group of companies lacks only the legal authority to 
undertake construction immediately. 

Phe group of companies for which I speak represents a substantial 
segment of the Nation’s electric power industry. Each of the com- 
panies is soundly capitalized and is highly re carded in the investment 
world. We hi ive assured ourse ‘Ives ot our al )] ih ty to acco lip )] sh neces 
sary debt financing through institutional investors. This group of 
companies is ready, able, and willing to supply the necessary equity 
investment. 

The transmission lines of all of the companies in the group 
interconnected to form an integrated power pool. ur interconnec- 
tions and those we have with utility systems outside the State of New 
York are set out on the map which I have supphed for the use of the 
members of the committee. We are interconnected with the Hydro- 
electric Power Commission of Ontario, Canada, and interchange power 
with the New England Electric System, whose system renders servi 

five of the New England States. Further, we are interconnected 
with the Pennsylvania-New Jersey power pool and have just completed 
the details for improving and enlarging that interchange arrangement. 
All of these interconnections make possible the utilization of the most 
economic SOUTrCeS of our combined veneri iting ( apac ity and provide 
for normal exchanges of power as well as for emergencies. 

Our group of companies has nearly 6,000,000 kilow atts of installed 
generating capacity, and we have under actual constructi an agere- 
gate of over 1,800,000 kilowatts of additional generating pene In 
the year 1950 our electric sales, not including our own intercompany 
sales and sales to ot her utilities, exceeded vB» billion kilow itt hours. 
Our electric service is available to all of the farms in our service areas. 
Here again there is a pers contrast with the situation existing in 
areas like that of TVA, where only 5 percent of the farms had electric 
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service in 1933 when that governmental development was authorized 
by the Congress. 

In the year 1950 the five companies for whom I appear paid ap- 
proximately $136,000,000 in taxes: $56,000,000 in Federal taxes and 
$80,000,000 in State and local taxes. We employ 45,583 people, and 
in the year 1950 our payrolls aggregated approximately $182,000,000, 
Together we have over a quarter of a million stockholders residing 
throughout the 48 States, most of whom are individual men and 
women. Banks, insurance companies, investment companies, and 
educational, religious, and other institutions are very substantial 
Investors In our equity securities. 

If our group of companies were authorized to go ahead with the 
redevelopment of the available waters of the Niagara River, utiliza- 
tion of the project power would be supervised by us jointly. We 
would, as we now do in our daily operations, operate our inter- 
connected systems and distribute the available additional power in 
such manner as to realize its most economic potentialities to the end 
that maximum benefits would flow to as many consumers as possible. 
Rach of the participating companies would pay for the power on 
the basis of the amount necessary to service the debt of the jointly 
owned company, to provide for its operating expenses, including 
taxes, and to allow a limited but fair return on the equity capital 
to be invested. In the latter connection it Is perhaps worthy of 
emphasis that electric companies undertaking hvdroelectric dlevelop- 
ments do not make money on the water itself. They only make a 
return on the capital which must necessarily be invested to generate 
the power from the water and to make the power available for the 
use of the public. A reasonable return on investment is a necessary 
element in the cost of operating any business; without it, private 
enterprise could not exist. 

In substance, therefore, the price of power to the participating 
companies would be its cost: and. since all of the Ohi pahtes ure under 
the rate and other regulations of the Public Service Commission of 
the State of New York and operate on a strict cost-of-service basis, 
the savings in costs which might be realized by the participating 
companies will, of necessity, flow to all of the people in our service 
mreas, 

Under all of the circumstances to Vv hich I have adverted, there is 


ha) valid renson in the public interest from departing from the well 


established. workable national policy ana ‘heme provided in the 
Federal Power Act for the cle velopment of power through the use of 
our navigable waters. The Federal Power Act has provided 
adequate safeguards for the protection of local as well as national 
lliterests, Under the facts here presented, the Federal Power Com 
mission should be authorized by the Congress to issue a license to 


the appheant who can satisfy the Commission as to its ability to com 
mence construction im iecliately and prosecute { to completion ex 
peditiously. Existing provisions of the Federal Pow r Act should be 
be incorporated in the license. The pros I 310) of the act W ith resp ct 
to recapture of lice a ec projec ts by the Kederal Crovernment do not 
( rdinarily be ome operative for DO vears from the date of the license. 
However, if the Companys to he jointly orga / cl by us were the 
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capture of the Niagara redevelopment project ber oOmMmng operative in 
1971 when Niagara Mohawk’s license for its existing Niagara 
development expires. 

I want to make clear, too, that the participating companies are 
willing to enter mto any equitable arrangement for the apportion 
ment of the project power among States within economic transmission 
distance. We believe such apportionment should be made subject to 
the jurisdiction of the Federal Power Commission. Of eourse, our 
existing interconnections already afford the basis for working out 
such arrangements as Hay be deemed desirable ana feasible. More 
over, we would, of course be most willing. and indeed anxious. to 
vive preference to directions from the Department of Defense for 
supplying power to governmental installations or to industries re 
quiring power to produce material essential to the national security. 
Further, as part of the project cost, we are prepared to pay to the 
United States its share of the cost of construct hg the remedial works 
required to insure the preservation of the scenic beauty of Niagara 
Falls. 

We respect fully submit that there is no valid reason o1 authority 
for the Congress to put the United States in a pure electric power 
venture and thereby burden the Nation with the Federal expend 
tures required by the proposed leg slation. We sincerely urve the 
committee to reject the Roosevelt bill and to vive favorable considera 
tion to the Miller bill, H. R. 3146, which would permit private enter 
prise to make the redevelopment under the restrictions I have 
sugvested. 

In addition to ni prepared statement, 1f I hea have a mu ute, 
I want to refer to the rate situation in New York State to which 
reference has been made by some of thi previous wWithesses 

‘| hose who favor this governmental develo] ment try to find justi 


fication in the high rates which they do assert prevail in the State 


{ 
of New York as compared vith the Natioi asn wi ole. 
That assertion does not withstand fair analysis with relation to 
New York State outside the metropolit um area, since it 1a@nores the 
special characteristics and difficultie of electri itility « perations I 


that area. 

The cost per kilowatt-hour for residential and farm service in the 
area of the five companies for which | appear Was, 1 1950, 3.45 cents 
pel kilowatt. as compared with the national aver we of 2.SS8 cents. 

Mr. DONDERO. Would vou SeL\ that aval please, mist Threat flours 

Mr. Macuoip. The cost per kilowatt-hour for residential and farm 
services In the area of the five companies for 1950 was 3.45 cents pei 
kilowatt-hour. as compared to the national average of 2.SS cents 
That includes the metropolitan area. 

‘| he nverage cost for such service W ithin the state. ex hus ve oft 
New, York City, was 2.75 per kilowatt-hour as compared to the na 
tional average of 2.88, 

Farm service alone, as a comparison, Is even more favo! ible to up 
Stute New York. Without the metropolita irea In which there are 
no farm customers, the average cost per kilowatt-hour for service to 
farms in the areas of the four up state colpahies im the veal 1950 
was 2.52 cents per kilowatt hour. as compared with the national avel 


age ot 3.18 eents, 


GO489 51 ~ 








110 NIAGARA POWER DEVELOPMENT 


In the same year tlie average use of electric energy by farm cus- 
tomers was 3,663 kilowatt-hours per customer, as compared to the 
national average of 2.535 kilowatt-hours per customer. 

For residential and farm customers combined, the average use by 
the four up-State companies in 1950 was 1,923 kilowatt-hours per 
customer, as compared with the national average of 1,830. 

Again, they make reference to the REA operations as they exist in 
the State of New York without placing them, in my opinion, in their 
true perspect ive. 

There are a total of approximataely 3,250,000 customers connected 
to REA through the country. The six REA companies in New York 
have a total of 4,400 customers, falling in all classes of service. This 
IS approximately one-tenth of 1 percent of the total electric customers 
in New York State. 

I should add that about 3 percent or 140,000 out of the 4,700,000 
electric customers in New Y ork State are served by cooperatives and 
municipal operations. 

Some—I have forgotten the exact number—but 6 cooperatives and 
something like 40 or 50 small municipal operations are spread 
throughout the State. 

In terms of usage, according to Mr. Wickard, these REA’s purchased 
for resale in the ageregate for the year ending June 30, 1950, 12.- 
100,000 kilowatt-hours. This is one-twentieth of 1 percent of the 
kilowatt-hours consumed within the State of New York, and in terms 
of kilowatt of demand it equates to about 3,500 kilowatts. That is 
hardly sufficient, it seems to me, to justify the Government launching 
pon a power project which would produce 1,152,000 kilowatts addi- 
tional capacity at a cost of $350 million to $400 million. 

According to the report of the Administrator of the REA for the 
vear 1950, there were 6,355 unelectrified farms in the State of New 
York, constituting 4.5 percent of the total number of farms in the 
State. I think few States can show a more favorable ratio of elee- 
trified farms. 

I think in that connection it should be remembered that in the area 
served by the TVA, according to the last information available to 
me, about 18 percent of the farms are still unelectrified. 

The situation as it re lates in New York State Was summarized by 
Chairman Feinberg, of the New York Public Service Commission. in 
a recent statement made in connection with the celebration of the 
fiftieth anniversary of the installation of the first line extensions to 
serve a farm in our State. 1 quote what he said: 

By the end of 1950 there were 52,000 miles of rural electric distribution lines 
providing service to 139,000 homes on farms. Only 4 percent of the total number 
of farms which are located along electric lines and have service available are for 
one reason or another not presently connected to electric lines. Consequently, 
together with the 93 percent of the farms which take service, at least 97 percent 
of all farms in the State, as counted in the 1945 census, enjoy, or have available, 
central-station electric service. There are not many farms in this State that 
do not have electricity, and in general those farmsteads or country homes that 
do not have electric service are either quite isolated or their continuance as farms 
is doubtful 

Mr. Chairman, that is all I have at the moment. 

We have prepared a factual history or summary of the use of the 
waters of the Niagara River and their development. It is rather 
lengthy. I would lke to make it available to the members of the com- 
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mittee and have it made a part of the record. I do not think it needs 
to be printed. 

Mr. Larcapr. We would be glad to see that each member of this 
committee is furnished with a copy of this brochure and a copy will be 
placed in the files of the hearings. 

Thank you very much for your fine statement, Mr. Machold. 

Probably some of the members of the committee would like to inter- 
rogate you. 

Mr. Chairman, do you have any questions ? 

The CHatrmMan. No questions. 

Mr. Larcape. Mr. Dondero—— 

Mr. Donpero. I have one or two. 

[ was rather interested in the comment you made regarding the 
preservation of the scenic beauty of the Falls. By what theory do 
you think that private enterprise should pay for that / 

Mr. Macuonp. Insofar as the use of the waters of the Niagara for 
power purposes may have some effect—and I do not know that it does 
or does not—upon the scenic spectacle at the Falls, they do divert 
the water or a portion of the water around the Falls: and it seems to 
me it is a proper charge against the power development. 

Mr. Donprro. Your company is willing to pay it? 

Mr. Macnotp. Yes, sir. 

Mr. Donvero. That is, if the development is turned over to your 
group of companies. 

Mr. Macnwotp. Yes. 

Mr. Donvero. Do you buy water now from the Federal Gover 
ment ¢ 

Mr. MacHoLp. Wedo not. We pay the State of New York a rent il. 
an equitable rental, as it is called in the State statute. 

Mr. Donpero. The reason JI ask that is that we have a case at the 


Saulte in Michigan where the company buys the water Trom the led 
eral Government and pays $100,000 a year for it. 
] wondered what arrangement you have for watel nthe N agara 


section. 

Mr. Macnoup. The only thing we pay the Federal 
the administrative charges required under the Federal] lice Se, wh ch 
isnota large sum. We pay the State of New York about 81.900.000 a 
vear. 

Mr. Donpero. Who fixes the rates for the electri energy that you 
sel] in the State of New York ? , 

"Mr. Mac HOLD, The New York Public Service ( Omi sion. 

Mr. Donvero, Is that a different agency from the New York Power 
\uthority / 

Mr. Macnonp. Yes, sir. 

Mr. Donnero. What is the principal function of the New York State 
Power Authority ¢ 

Mr. Macnouip. The New York State Power Authority was estab 
lished in about 1932 as a State agency to promote and to eventually 
carry on the development of the St. Lawrence River. That act made 
no reference to the Niagara River until it was amended in the New 
York State Legislature in 1950. 

Mr. Donpero. Then you practically have no business transactions 
with the New York Power \uthority as of today ¢ 


Government 
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Mr. Macnorp. That is correct, except that we do lease from the 
New York Power Authority a transmission line in northern New 
York, about 80 miles long, which they acquired from the Federal 
Government, I think, in 1948 or 1949. 

Mr. Donpero. All of your dealings as to rates, which is the basis 
for your income, is with the New York State Power Commission 4 

Mr. Macnorp. The New York Public Service Commission. 

Mr. Donprero. Your rate is a little higher than the average for the 
Nation. Why is that / 

Mr. Macnoip. Our domestic rates, including New York City are a 
little higher. In up-State New York they are somewhat less. 

Mr. DonpEero. Some comment has been made that private enterprise, 
such as your company represents, would not be able to undertake or 
finance a project as great as this. 

What is your answer to that / 

Mr. Macuo rp. My answer to that is. sir, that there is no question ot 
our ability to finance this project. These companies are spending 
currently, in the construction of new facilities, approximately—this 
figure is subject to correction, but | am not far from right—S200 mil- 
lion a year, I have assured myself, bv conversations with some in 
stitutional investors, of our ability to finance this project to the extent 
of SO percent of the cost, by the issuance of debt. 

Mr. Donp! RO, Do vou menn bonds which are sold to the public? 

Mr. Macnoup. That is right. 

Mr. Donprro. Does your company now have an application on file 
with the Federal Power Commission for the development of this 
power ¢ 

Mr. Macnoip. No, sir: we do not. 

Mr. Donn RO, Have you ever filed one / 

Mr. Macnoup. We never have and for this reason: Up until the 
ratification of the treaty in 1950, all of the water that could be diverted 
on the American side for power purposes was being diverted through 
our Schoellkopf plant, 20,000 cubic feet per second, and through our 
Adams plant, 12.500 cubie feet per second. So, until this treaty was 
ratified, there never was any additional water that could be utilized 
for power purposes, 

I think I should say to this committee that we were prepared to file 
such an application immediately upon ratification of the treaty and 
would have done so had not the reservation which has been referred 
tov the treaty been a part. : 

Mr. Donnero. It provides that only the Federal Government may 
develop it. 

Mr. Macnorp. It provides that the additional water cannot be 
utilized, except pursuant to a further act of Cogress, 

Mr. Donpero. That placed it in the hands of the Federal Gov 
ernment ¢ 

Mr. Macnoup. That is right. 

Mr. Donpero. Under that arrangement in the treaty, your company 
must have felt then that vou were frozen out ¢ 

Mr. Macnoip. We did. 

Mr. Donprro. Do you contemplate or even anticipate that any of 
this power would be available to you or your companies if the Federal 
Government, or the New York State Power Authority, should 
control it? 
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Mr. Macuovp. I would hope so, but I do not know the answer to that 
question. 

Mr. Donpero. Of course, there is none being purchased by you now, 
and your company is the only one there developing power in that 
area ¢ 

Mr. Macuo.p. That is correct. 

Mr. Donpero. You have been there how long, 50 years / 

Mr. Macnowp. The first Adams station was built around 1900. 

Mr. Donpero, Should the Federal Government step in and build 
this new power development and if a lower rate for electric energy 
should be fixed than the rate which you are now permitted to charge 
by the Authority of the State of New York, what would be the effect 
of that upon your system and your company's investment in that 
State / 

Mr. Macnorp. That would depend upon the way in which they 
undertook to get that energy to the ultimate consumer: if they under 
took to sell it directly to industry, or just what. 

Mr. Donpero. Perhaps your company might be able to buy some of 
this power and clispose of it. even at a lesser rate than what it costs 
you to produce it. Would that be possible ¢ 

Mr. M ACHIOLD, We would be elad to buy it. and we could distribute 
it. Lam sure, and find a market for it. 

Mr. Donpero. Your company is able from a financial standpoint to 
proceed with this development, if it were permitted to do it ¢ 

Mr. Macnorp. Yes, sir. 

Mr. Donpero. I think that is all, Mr. Chairman. 

Mr. Larcape. Mr. Fallon, any questions ¢ 

Mr. Fation. Yes; I would like to ask Mr. Machold one question: 
Mr. Machold, I do not know whether you were in the room when I 
asked the Assistant Secretary of the Interior about the safeguard 
prov isions that are in the Roosevelt Lehman bill, compared W ith any 
safeguards at all in the Miller bill. 

I asked him if the Public Service Commissions of the respective 
States were not charged with certain safeguards, and he said, as far 
as rates were concerned, that they were: but, in the distribution of 
power, it might be that, if these safeguards were not in there, the dis 
tribution of power would LO tO certain perhaps priv ileged individuals 
or places where it would be to the advantage of the company distribut 
ing the power. Whereas, under the Lehman bill, the Federal Power 
Commission would decide where the power should go. 

Now, what is the case of a private power company in the distribu- 
tion of power? 

Mr. Macno.p. When we accept a franchise, which we have to do. 
under New York State law, and accept the responsibility for render- 
ing electric service ina specified territory, it carries with it the obli- 
gation to see that that service is available to everyone. 

We cannot say that we will sell power to John Jones and we will 
not to Jim Smith. It is our duty to serve everyone and furnish the 
same class of service to every customer who asks for service, and at 
the same rate. 

Is that the answer to your question ? 

Mr. Fatton. That is what you say you have done in the past é 

Mr. Macuorp. Yes, sir. 
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Mr. Fatton. In developing new power—for instance, in the Miller 
bill—that would assure that power was equitably distributed to peo- 
ple who actually needed it ? 

Mr. Macuotp. I do not know that I get the import of your question, 
but we would be required by the public-service commission to make 
that power available to anyone within our service area who wanted it. 

Mr. Fatton. Congressman Blatnik gave considerable importance 
to the safeguards in the Roosevelt bill which do not appear in the 
Miller bill. 

Mr. Macuorp. I take it that safeguard is a so-called preference 
clause under which preference must be given to municipalities, coop- 
eratives, and so forth. 

Now, there is no such provision in the Miller bill, as far as I know. 
The so-called preference clause, in my opinion, discriminates against 
those people who happen to be taking service from a private company. 
If | understand the application and interpretation of that preference 
clause, it does not only apply to the situation as it may exist at the 
time the power becomes available, but there is a continuing obligation 
to keep yourself in a position to always give that preference to that 
selected group of users, whether it be this vear or 5 years from now. 

Mr. Farxon. That is all, sir. Thank you, Mr. Chairman. 


Mr. Larcape. Does the gentleman from Missouri have any questions. 


Mr. Magee? 

Mr. Macrer. No questions. 

Mr. McGrecor. No questions. 

Mr. Larcape. The gentleman from California, Mr. Scudder? 

Mr. Scupper. Is there a breakdown between the cost of production 
and the cost of distributing power? In other words, if you were sell- 
ing power to one of the political subdivisions that was distributing 
the power, is there a formula to follow as to the cost at the bus bar 
and a further charge for distribution’ Could vou make a breakdown 
where you could equitably sell to a distributing agency ¢ 

Mr. Macuorp. In the case of a specified locality, a known distance 
from the site of the de -velopme nt, I think you could. 

Each situation would require separate treatment. 

Mr. Scupper. In the make- up of the rate by the utilities commission, 
what is the basis of their arriving at a rate which is fair to the 
customer ¢ ; 

Mr. M ACHIOLD. Their approach would be the cost of the property, less 
depreciation as a base, and then they would fix a rate that would return 
to the utility its operating expenses, and come out with a return upon 
the basis which they determine, on the basis of cost less depreciation. 

Mr. Scupper. Of course, there are no taxes applied to the Federal 
agency or State agency that might be developing and servicing power. 
Do the governmental agencies take into consideration the factor of 
depreciation / 

Mr. Macuovrp. Not in the same sense, as I understand it, that the pri 
vate companies do—perhaps an amortization of capital rather than 
depreciation of the physical plant. 

To answer your question further, this group of five companies col- 
lected from the public last year, for all of their farm and residential 
service, roughly $171 million. They paid $136 million in taxes, which 
is 80 percent of all the revenue they collected from this class of service. 
It is true they had other revenues from other classes of service, but if 
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the tax potential, so to speak, of these domestic and farm customers 
were to be dropped, in the event the tax were eliminated, their over- 
all costs would be reduced approximately SU percent, 

The Cuarrman. Mr. Chairman— 

Mr. Larcape. Mr. Buckley 

The CHarrman. There was mentioned an amount allotted to each 
company as a franchise. The company you represent gets a franchise. 
You get a franchise for a certain territory; is that correct / 

Mr. Macnotp. That is right. 

The CHatrman. Is that from the Power Authority of New York 
State / 

Mr. Macno.p. That is from the municipality, city, or town, OF 
village. They grant the franchises to the company after a publi: 
hearing. Then the franchise must be approved by the New York 
Public Service Commission before we can proceed to render service 
in the territory. 

The CHarrMan. So that an independent company, for instance, if 
they wanted to build a steam plant, would also have to go through 
that procedure in order to get a franchise and distribute ¢ 

Mr. MAcHOLD. Only in the event they expected to hold themselves 
out as making service available to others than themselves. A manu- 
facturing concern, for instance, could build a steam plant for its own 
purposes, but if it held itself out as rendering service to the public— 
yes. 

The CHatrman. A new company, for example, could not go into 
the same territory where you people operate. 

Mr. Macnorp. That is right. 

The Cuarrman. Could the Federal Government fo Into the same 
territory that you are serving / 

Mr. Macnorp. I would not think so, but municipal governments 
could. If they wanted to take advantage of this preference clause, 
assuming it were effective, machinery is set up in New York State 
law under which these municipalities can, by a vote of the people, 
go into the business of the distribution of electric energy and take 
over by condemnation the properties of the private companies or 
build competing facilities, if they so desire. That machinery is set 
up on the New York State statute. 

The Cuairman. Do you now pay taxes to every municipality which 
gives you a franchise ¢ 

Mr. Macuorp. Yes, because we have property in every municipality 
and we pay property taxes. 

The Cuarrman. They get a revenue from you / 

Mr. Macuontp. Yes, sir. 

The CHarrman. Would the Federal Government have to pay a 
revenue to every city in which they operate ¢ 

Mr. M ACHOLD. | understand they would not have to. The legisla- 
tion can so provide, but I do hot understand there could he any 
obligation on their part to pay a revenue to local municipalities. 

The Cuatrman. The Federal Government would have to pay it? 

Mr. Macuoxp. Only if the legislation so prov icles. 

The (CHAIRMAN. Would this have to be a referendum vote in the 
State? We are talking about New York State. Would it have to 
be a referendum vote to decide whether or not the Federal (sovern 
ment would come in / 
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Mr. Macnotp. I would not think so. If the valid Federal legisla- 
tion were adopted and assuming its validity and constitutionality, I 
would think that would decide the question. 

The CuarrmMan. It would take precedence over any State law 

Mr. Macnuorp. I would think so. The local governments would 
have no power to tax Federal property within the State. 

The CuairnmMan. | would like to have it understood, of course, that 
I would like to see private ownership where private owne rship ean 
de velop the project. I am, however, a great believer in having these 


private corporations pay taxes to the Government. [ have always 
been in favor of that. I do not know where we are going to end up 


with all these housing projects in New York ¢ ity alone. There is a 
tax exemption on all college property; there is a tax exemption on all 
church property ; there is a tax exemption on all park properties. 

[ am informed that about 40 percent of the present property of 
New York City Is tax-exempt. As a result the other 60 percent of 
the property, owned by individuals, is now paving for all of these 
tax-exempt properties, 

I do not know how long it can exist without getting a revenue. That 
ap plies to building around New York (¢ City, and it applies also in most 
communities and cities. 

I know they have taken many, many blocks of property in New 
York City for housing projects, and those housing projects are tax- 
exempt. It is the old house owner and old property owner who is 
paving for all these new developments. 

I think we should work out some system where we can get some 
revenues somehow from some of these projects. 

That is all, Mr. Chairman. 

Mr. Larcapr. Thank you, Mr. Chairman. 

Mr. Fallon? 

Mr. Fation. Mr. Machold, you said if your companies could oper- 
ate on the same basis as the Federal Government operates their power 
companies that you could give your consumers an 80 percent reduc- 
tion in the cost of power ¢ 

Mr. Macuoip. Domestic and farm. These companies collected last 
year for domestic and farm service nperonsnate ‘ly $171 million and 
they paid to State, Federal, and local governments $136 million in 
taxes. 

Now, if we had no taxes to pay, we would not be entitled to collect 
that $136 million. 

Mr. Larcape. Which would be an 80 percent reduction to those 
consumers ¢ 

Mr. Macuoip. To that class of consumer; yes, sir. 

Mr. Larcapr. Let me ask you this question: In that $136 million 
you paid in taxes, does that also include taxes that individual stock- 
holders or bondholde rs own! 

Mr. Macuoxip. No, si 

Mr. Larcape. That is in addition to the $136 million? 

Mr. Macuotp. Yes, sir. 

Mr. Larcapr. Mr. Chairman ? 

The CHamMan. After a dividend is declared to stockholders, they in 
turn pay taxes? 

Mr. Macnorp. That is correct. 
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Mr. Faution. That is in addition to the $136 million these com- 
panies have paid ¢ 

Mr. Macuoip. That is in one year. 

Mr. Larcape. Are there further questions by any member of the 
committee 4 

Thank you very much for your appearance, Mr. Machold., 

Mr. Macnoip. Thank you very much, Mr. Chairman. I appre 
clate the committee hearing me. 

(The following letter, sent to the Senate Public Works Comm ttee, 
is made a part of the record :) 


SEPTEMBER 17, 1951 
Re Niagara River development—S. 517, S. 1963, S. 2021 
Hon. Jonn L. McClean, 
Chairman, Subcommittee on Flood Control. 
Rivers and Harbors, Committee on Public Works 
lnited States Senate Office Building. Washington, D. ¢ 

DEAR SENATOR MCCLELLAN: At the hearing in the above matter on August 22, 
1951, you inquired of me as to the amount of the reduction in electric rates in the 
event of a redevelopment at Niagara Falls by the private utility companies for 
whom I appeared. I sincerely appreciate the opportunity you have afforded me 


to consider the numerous imponderables necessarily involved in answering your 
question at this time. The Honorable Thomas C. Buchanan, Vice Chairman of 
the Federal Power Commission, testified “Inasmuch as the general project for 
the development of additional power on the United States side of the river is 
still in the early stages of investigation, no attempt to state power costs with 
accuracy either at the generating plants or at the points of delivery to wholesale 
customers would be warranted at this time.” Nevertheless, it is possible to 
indicate the savings at the bus bar which will result from this new source of 


hydroelectric power in place of the additional steam power which would other 
wise have to be developed to meet the growing loads in the State 

Our tax laws prevent our privately owned companies from delivering the 
project power to consumers at the tax-free and tax-subsidized rates charged by 
Government agencies, but we believe we can construct the redevelopment at less 
cost and operate it with greater efficiency than could any agency of Government 
Under our private enterprise system, however, and under the existing structure 
of our tax laws, the project power must bear a tax cost of approximately 3 mills 
per kilowatt-hour. 

In spite of the tremendous tax burden, development by private enterprise of the 


additional hydroelectric power available at Niagara Fails will produce substan 
tial savings for consumers 

Our companies at present price and tax levels could put the Niagara Rivet 
power on the bus bar there for about 4.85 mills per kilowatt hour At such price 
levels we could construct modern steam units today capable of generating and 
delivering power at the bus bar for about 7 mills per kilowatt-hour. The indi 


cated reduction in bus bar cost is therefore 2.15 mills per kilowatt-hou If the 


entire additional hydroelectric power at Niagara, in the estimated amount of 7.9 
billion kilowatt-hours, is made available to our companies in substitution there 
for a like amount of steam power which would otherwise have to be constructed, 
the reduction in our costs would approximate $17,000,000 a vear 

In the report of the Bureau of Power of the Federal Power Commission, which 
is referred to in the proposed legislation, it is indicated that the bus bar cost of 
steam power would approximate 7.4 mills, and this is after the application to the 
Niagara project of the most optimistic load factor of SO percent. On this basis, 
the reduction in our costs at the bus bar would approximate $20,000,000 

It should be noted that to render these indicated savings in power costs com 
parable with those asserted by sponsors of governmental development, the taxes 
totaling at least $25,000,000 must be added, so that on the basis of our bus bar cost 
for modern efficient steam plants, the comparable figure would approximate 
$40,000,000 annually: and on the basis of the bus bar cost indicated it e report 
of the Bureau of Power of the Federal Power Commission, the comparable 
figure would approximate $43,000,000 

There are many considerat ons bearing on savings to be re | ml by ultimate 
consumers served by our companies which cannot be appraised with any accuracy 
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at this time. First, it will be recalled that redevelopment at Niagara Falls will 
not produce 1,182,000 kilowatts of additional firm capacity. The project facili- 
ties must be integrated with steam capacity. Our private companies, of course, 
would integrate the redevelopment facilities at Niagara as we do the facilities 
there existing with the operation of our interconnected systems. 

Additionally, it cannot be assumed that all of the project power will be available 
to consumers in New York State. All of the bills before your committee provide 
for the apportionment of project power among States within economic trans- 
mission distance. In the absence of a definite allocation of project power, we 
are confronted with another unknown but material factor in attempting to esti- 
mate the amount of the electric rate reduction which will oceur. 

Finally, all of the bills before the committee contemplate that industries pro 
ducing materials for national defense are to be preferred at the direction of the 


Secretary of Defense in the distribution of project power. Jt is readily to be 
anticipated that the huge concentration of defense industry located at or near the 


project site, as well as the additional industries which will be motivated by the 
legislation to locate as near to the site as possible, will fall within this pre- 
ferred category. 

I can state categorically that if Congress permits our private utility companies 
to undertake the redevelopment at Niagara, substantial savings will result in our 
cost of rendering service. Those savings must be taken into account by the Pub- 
lic Service Commission of the State of New York which exercises complete juris 
diction over our rates for electric service. Our rates for farm and domestic 
customers have been reduced regularly and substantially over the years. Since 
we are regulated by the public service commission and must operate on a strict 
cost-of-service basis, the Congress has assurance that all of the redevelopment 
savings will inure to the public use and benefit. 

I am grateful for this opportunity to implement the record and respectfully 
request that this letter be included as a part thereof 

Very truly yours, 
EarLe J. Macnoup, President 

Mr. Larcapr. In view of the fact that there is a teller vote on the 
floor, I do not think that the committee can continue in session. 

The committee will stand adjourned until 10 o’clock in the morning. 

(Whereupon, at 3:55 p. m., the committee adjourned, to reconvene 
at 10 a.m. Friday, September 21, 1951.) 
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FRIDAY, SEPTEMBER 21, 1951 


House or REPRESENTATIVES, 
CoMMITTEE on Pusiic Works. 
SUBCOMMITTEE ON Rivers ANd Harpors. 
Washington. dD. ¢ R 

The subcommittee met, pursuant to notice, at 10:10 a. m., Hon. 
Henry D. Larcade presiding. 

Mr. Larcapr. The committee will come to order. 

The first witness scheduled this morning on the bills under consid- 
eration, H. R. 3146, introduced by Mr. Miller, of New York; H. R. 
1642, introduced by Mr. Roosevelt, of New York; and H. R. 5099, 
introduced by Mr. Cole, of New York, is Mr. Thomas C. Buchanan, 
Vice Chairman of the Federal Power Commission. Is Mr. Buchanan 
present ¢ 

Mr. Bucuanan. Good morning, Mr. Cengressman. 

Mr. Larcapre. We will be glad to hear from you at this time, Mr. 
Buchanan. 


STATEMENT OF THOMAS C. BUCHANAN, VICE CHAIRMAN, FEDERAL 
POWER COMMISSION 


Mr. ba CHANAN. Mr. Chairman and members of the committee, my 
name is Thomas C. Buchanan, and I am appearing before you today 
as Vice Chairman of the Federal Power Commission to express that 
Commission's views on the bill H. R. 1642, introduced by Representa- 
tive Roosevelt, of New York. Chairman Wallgren of the Federal 
Power Commission would be here in person but for the fact that he 
is detained by illness. 

The purpose of the bill H. R. 1642 is to preserve the scenic beauty 
of the Niagara Falls and River and to authorize the construction of 
certain public works on that river for power and other purposes, and 
for other purposes. I will make a general statement, and if there- 
after members of your committee should desire to ask questions about 
the technical aspects of either the proposed new power development 
or the remedial works necessary to preserve and enhance so far as 
possible the scenic beauty of Niagara Falls, including of course the 
American Falls, our chief engineer, Mr. McWhorter, who is here with 
me will answer such questions. I also have Mr. Russell Farley, of 
the Bureau of Power, with me, who participated in the Bureau of 
Power report relating to the Niagara and who will answer questions 
if the committee so desires. Incidentally, Mr. McWhorter is also a 
member of the International Joint Commission which will be respon 
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sible for the planning and design of the remedial works and for super- 
\ ision of the construction ot such works. 

By a treaty signed at Washington on February 27, 1950, the United 
States and Canada expressly recognized their primary obligation to 
preserve and enhance the scenic beauty of the Niagara Falls and River 
and, consistent with that obligation, their common interest in pro- 
viding for the most beneficial use of the waters of that river. The 
treaty was ratified by the United States Senate and the Parliament 
of Canada and became effective upon the exchange of ratifications at 
Ottawa on October 10,1950. All water not required for sanitary and 
domestic purposes, scenic beauty purposes, and the sery icing of hay l- 
gation canals is made available by the treaty in equal parts to the 
two Governments for use in the production of hydroelectric power. 

The average flow available for scenic beauty preservation and power 
production, after making allowance for the priority uses just men 
tioned, will be approximately 197,000 cubic feet per second, as indi 
cated by flow records extending back to 1860. The treaty forbids 
diversions of water which would reduce the flow over the Falls, 
meaning the combined flow over the Horseshoe Falls and the Ameri 
can Falls, to less than 100,000 cubic feet per second each day between 
S a.m. and 10 p. m., from April 1 to September 15, and between 5 
a.m. and 8 p. m. from September 16 to October 51, both dates in 
clusive in each case, with eastern standard time the criterion: or to 
less than 50,000 cubic feet per second at any other time, this minimum 
flow to be increased when additional water is required for flushing 
ice above the Falls or through the rapids below the Falls. 

Thus it is seen that during the daytime and evening hours of the 
7-month tourist season, the water that may be diverted by each 
country for power production, on the basis of average flow conditions, 
will be 48.500 eubic feet per second. During each night more water 
can be diverted for power purposes, but not to such extent as would 
reduce the flow over the Falls to less than 100,000 cubic feet per sec 
ond at 8 a. m. the next day. The flow of the Niagara River ordinar 
ily ranges from a low of about 160,000 cubic feet per second to a high 
of about 235,000 cubic feet per second during the tourist season. 
Hence, the flow ordinarily available to each country for the produc 
tion of power during the specified periods of each day of the tourist 
season will be either more or less than the average of 48.500 cubic 
feet per second. 

During the remaining 5 months of each year, that is from No 
vember to March, inclusive, the treaty permits of agaoregate diver 
sions for power purposes of all water not required to produce a 
minimum flow of 50.000 eubie feet per second over the Falls. 

The Canadian Government, through the Hydroelectric Power Com- 
mission of Ontario, is now engaged in the construction of power 
facilities for the utilization of Canada’s share of the additional water 
thus made available, and the bill under consideration here today 
contemplates the construction of similar facilities on the United 
States side of the Niagara River in order that the United States 
riers utilize its share of such additional waters in the public interest. 
I might well point out that article VIII of the treaty gives to the 
country which completes the new power facilities first the right to 
utilize not only its share of the “power” water, but also the other 
country’s share, or so much thereof as may be possible, until such 
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time as the new power facilities on the other side of the river are 
available. 

If the bill H. R. 1642 should be enacted into law. section 2 thereof 
would adopt and authorize works of improvement for redevelop 
ment of the Niagara River in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal 
Power Commission dated September 28, 1949, entitled “Possibilities 
for Redevelopment of Niagara Falls for Power, Niagara River, 
ae Fae) report provides for the diversion of water for powel 
purposes on the United States side of the river at two places, one of 
which is above the Falls and the other below the Falls. The hntake 
works of the principal diversion would be in the vicinity of Conners 
Island, about 2.8 miles above the Falls, from which water would be 
carried through conduits for a distance of about 5 miles to a powe1 
plant at Lewiston, N. Y., this being known as the Conners Island 
Lewiston development. 

The intake works for the diversion below the Falls would be lo 
cated about 1 mile downstream from the existing Schoellkopf plant 
of the Niagara Mohawk Power Corp. (Federal Power Commission 
license No. 16. issued March 2. 1821). Here the discharge from the 
Schoellkopf turbines, amounting to about 20,000 cubic feet per sec 
ond, would be recaptured and carried through a tunnel for a distance 
of about 3 miles to a power plant at Lewiston, adjacent to the Con 
ners Island-Lewiston plant. In fact, the generating equipment of the 
two developments would be housed by the same building. 

The conduits from Conners Island to Lewiston would consist of 
either three tunnels, each having a Capacity of 16,000 cubic feet pel 
second, or two covered canals, each hay ing a capacity of 24,000 eubie 
feet per second, thus providing for a maximum diversion of 48,000 
cubic feet per second at the intake works above the Falls. As indicated 
in the proceding paragraph, the diversion at the int ike works below 
the Falls would he about ZO 000 cubic feet per seco! al. 

As an important auxiliary to the two power plants, it is proposed 
to construct a pumped-storage plant at the top of the es« irpment about 
0.8 mile east of the Lewiston power plants. A reservoir with surface 
area of about 850 acres and usable storage capacity of 22.000 acre-feet 
would be a part of this feature. Water would be pumped into the 
reservolr against a head of about 90 feet during the night hours when 
the diversion of surplus water is permissible. Combination generating 
and pumping units would be provided for use in pumping water into 
the reservoir during the night hours and for generating electric energy 
during the high-load hours of each day. Thus, this auxiliary feature 
would serve to make more effective use of the available water for the 
production of power. The power installation here would be 130,000 
kilowatts. 

The Conners Island-Lewiston development would develop a gross 
head of approximately old feet, ot which about 19 feet would he lost 
in carrving the water from the intake to the forebay of the power 
plant, leaving a head of 296 feet on the turbines. The installed ea 
pacity in the power plant of this development would be 1,080,000 
kilowatts. 

The lower Niagara project would develop a Toss head of about 
95 feet. of which 12 feet would be lost in the tunnel, leaving tt head 
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of about 83 feet on the turbines. The installed capacity in the power 
plant cf this development would be 120,000 kilowatts. 

The dependable capacity available from the installations in the two 
power plants and the pumped-storage auxiliary would be 952,000 
kilowatts, and the at-site average annual energy output obtainable 
from the three installations would be approximately 7,800,000,000 
kilowatt-hours. 

The over-all cost of all of the proposed power facilities on the United 
States side of the river was estimated in 1949 at $278,600,000, exclusive 
of the cost of an international dam across the Niagara River a short 
distance below the outlet of Lake Erie for regulating the levels of the 
lake and the outflow therefrom, which was discussed and considered 
to some extent in the Bureau of Power Report. 

I might interpolate that IT understand that the investigation by the 
Corps of Engineers, including model studies, at Vicksburg indicates 
that some desirable changes should be made in the general framework 
of the Bureau of Power plan. I likewise understand that Colonel 
Shaw, of the Corps of Engineers, has explained last Wednesday these 
changes in the plans above the Falls. 

The bill H. R. 1642 very property does not deal in any way with a 
control dam for the regulation of Lake Erie, since no such structure 
could be built as the result of unilateral action. All that can properly 
be said about this matter at present is that after an exhaustive in- 
vestigation by a thoroughly competent international authority some- 
time in the future such a dam might possibly be built by the United 
States and Canada, 

Inasmuch as the general project for the development of additional 
power on the United States side of the river is still in the early stages 
of investigation, no attempt to state power costs with accuracy either 
at the generating plants or at the points of delivery to wholesale cus- 
tomers would be warranted at this time. It appears, however, that, 
notwithstanding an appreciable increase in construction costs since 
January 1949, the at-site cost of the energy, on the basis of Federal 
financing, will be only about 2 mills per kilowatt-hour, and that the 
average cost thereof at load centers will be less than 2.5 mills. 

The unit cost of this energy at load centers in the market area would 
be much less than the fuel component alone of the cost of energy that 
could be produced in new lake-shore steam-electric plants in the region, 
not to mention the total cost of such steam-electric energy. 

It is contemplated that this power will be utilized in western New 
York, northwestern Pennsylvania, and northeastern Ohio. It would 
probably be transmitted easterly as far as Syracuse, N. Y., and south- 
westerly to load centers at Erie, Pa., and at Cleveland and Youngs- 
town, Ohio. A large part of the output would doubtless be utilized, 
however, in the immediate vicinity of the generating plants. 

The load-growth studies made in connection with the Bureau of 
Power Report 2 years ago indicated the need for about 1,480,000 kilo- 
watts of nd litional dependable capacity in this market area by 1955. 
This gre: athy exceeds the 952,000 kilowatts of de} vendable ¢ apac ity that 
would be available from the proposed new power plants along the 
Niagara River. A recent reappraisal of the situation indicated that 
there would be no justification for changing the conclusion reached in 
1949. It seems obvious, therefore. that this power increment would 
be absorbed quickly. 
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It seems desirable that the bill, H. R. 1642. be amended so as ex 
pressly to authorize construction of the necessary remedial works at 
Niagara Falls as well as the power development works on the United 
States side of the river. The bill refers to the remedial works, and I 
think the intent is that the remedial works should be constructed along 
with the other power features of the bill. In order to make it spec 
the following is suggested: that a comma be substituted for the 
period after the words “New York” in line 14, page 2. and that after 
the comma the following language be inserted— 
including the remedial works necessary to preserve and enhance the sceni 
beauty of the Niagara Falls and River in accordance with article II of the treats 
between the United States of America and Canada signed at Washington on 
February 27, 1950, and ratified by the Senate on August 9, 1950 

Section 3 (a) of H. R. 1642 provides for the transfer of the power 
facilities of the State ot New York under an agreement W hich unde 
subparagraph (b), page 4, would include, among other things 
provisions for ultimate repayment of all costs properly allocable to power as 
determined by the Federal Power Commission after consultation with such 
agency of the State of New York as its government may designate and authorize 
for this purpose, 

With the exception of the remedial works necessary to preserve and 
enhance the scenic beauty of the Niagara Falls and River under the 
new conditions, all of the works authorized by H. R. 1642 would be 
solely for power purposes, and the total cost thereof would, of course, 
be charged to power. Inasmuch as the remedial works are absolutely 
necessary in connection with the diversion of the additional water now 
available for power purposes, it would be appropriate that the United 
States share of the cost of the remedial works be borne by power and 
included in the cost of the power development works. Such action 
seems clearly warranted. Incidentally, the Canadian share of the 
cost of the remedial works is to be borne by power on the Canadian 
side of the river. It is suggested, therefore, that H. R. 1642 be fur 
ther amended as follows: 

On page 4, lines 19 to 22, strike the words— 
properly allocable to power as determined by the Federal Power Commission 
after consultation with such agency of the State of New York as its government 
may designate and authorize for this purpose 


and insert the following language in lieu thereof- 


of works authorized herein, including the United States share of the cost of 
the remedial works which may be found by the International Joint Commission 


to be necessary for the preservation and enhancement of the scenic beauty of 
the Niagara Falls and River. * * * 

In line 21, page 8, of H. R. 1642, reference is made to “subsection (a) 
hereof.” This obviously refers to subsection (a) of section 3 of the 
bill. It would seem to be in order, therefore, that the language in 
question be amplified accordingly. 

In view of the rapidly increasing power requirements in the market 
area that could be served economically with low-cost power from the 
proposed new power developments along the Niagara River in the 
State of New York, it is the a of the Federal Power commission 
that enactment into law of the bill H. R. 1642, amended as herein 
before suggested, is highly desirable from the viewpoint of the public 
interest. 
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That concludes my formal statement, Mr. Chairman, but I would 
like to note a correction in Mr. Roosevelt’s statement, if I may, 

Mr. Larcapr. What page is that on, Mr. Buchanan ¢ 

Mr. Bucnanan. On page 3 of Mr. Roosevelt's statement, the fourth 
full paragraph on that page. Mr. Roosevelt stated: 

Under section 3 (a) of H. R. 3146, the private company would be entitled to 
receive its full investment back after 20 years since the Federal Power Com 
mission Act does not require amortization to begin until 20 years have elapsed 
on a 50-year license. 

I think that Mr. Roosevelt was misinformed. Amortization begins 
immediately; that is, depreciation charges begin immediately with the 
completion of the structure. So it is not a correct statement to say 
that it begins 20 years after. It begins immediately with the com 
pletion. I think that was just an error on his part, but I think it 
should be corrected on the record. 

Mr. Larcape. We will be very glad to call that to the attention of 
the committee and also Mr. Roosevelt, Mr. Buchanan. 

The Chairman will also present to the committee the suggested 
amendments that you propose in your statement when the bill is 
considered, 

At this time, if you do not mind, we will ask the members to ask 
you any questions that they might have with respect to your state- 
ment. Inthe meantime. I would like to ask the gentleman from Idaho, 
Dr. Wood, if he will come up here to the plat form. There is plenty 
of room here, Doctor. 

Mr. BuCHANAN. May I add, Mr. Chairman, that the portion of the 
Federal Power Act to which I referred in commenting on Mr. Roose- 
velt’s statement is section 10 (d) of the Federal Power Act, which 
amplifies my statement a little bit further. 

Mr. Lareapr. Thank you very much. 

Any questions by the ventleman from Michig inh. Mr. AY i hrow1ez ? 

Mr. Macurowicz. No questions. 

Mr. Larcape. The gentleman from Oregon, Mr. Angell ? 

Mr. Anoeti. Mr. Buchanan, what is the status with reference to 
the constitutional question as to Whether or not the Federal Govern 
ment may develop power on a stream such as this. independet t of any 
river, harbor. or flood control project, that is. specifi ally as a power 
project / 

Mr. Bucuanan. I think, speaking my own opinion, Mr. Angell, 
that the power development Is clearly within the constitutional 
author tty of Congress. 

Mr. ANGELL. Has the Supreme Court passed on it‘ 

Mr. Bt CHANAN, I] believe SO. I cannot cite anything specifically, 
but I think it has. I know it has been done in other places, and I 
do not know why it could not be done here. You mean so far asa 
Federal development is concerned ¢ 

Mr. ANGELL, That is true. 

Mr. Bucuanan. It has been done in other rivers. 

Mr. ANGELL. In what cases / 

Mr. BucHanan. Well, I can name one out in your own area. I 
think the Grand Coulee is a Federal development. 

Mr. ANGELL. It has flood control and reclamation also and is not 
in point. 

Mr. BucHanan. I see your point—purely power. 
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Mr. Ance.i. I know of no project where the Federal Government 
has developed hydroelectric power independent from some other river 
deve lopme nt such as flood control, reclamation or water tr: ansport: ation. 

Mr. BucHANAN. Well, I have never had the question raise “il with me 
before, Mr. Angell, but I certainly can find out and advise you. I do 
not think there is any restriction at all. 

(The matter referred to Is as follows :) 

(P. 245) I might remind you, however, that Congress in 1950 authorized con 
struction of the New Johnsonville steam-electric generating plant as a part of 
the public utility supply system operated by the Tennessee Valley Authority 
The only object of that plant is to generate electric energy, since it will not have 
any usable reservoir capacity, Cannot affect either floods or navigation, and will 


only use water for condensing purposes. To be sure that congressional action 
related to Tennessee Valley Authority, an independent agency, but in my opinion 


the constitutional authority would be the same here as there so far as the con 
struction of steam plants is concerned 

Furthermore, when the Supreme Court recently upheld the taking of certain 
lands and rights in constructing the Friant Dam under the Reclamation Act, as 
amended, as part of the Central Valley project in California, and fixed the con 
pensation to be paid by the United States, is said (U.S. v. Gerlach Livestock Co., 


399 U.S. 725, TAs) 
‘Thus the power of Congress to promote the general welfare through larg: 


scale projects for reclamation, irrigation, or other internal improvement, is now 
as clear and ample as its power to accomplish the same results indirectly through 
resort to strained interpretation of the power over navigation.” 

Thus, it is not essential for Congress, in authorizing such improvements and 
projects, to state specifically that they are intended to provide for the general 
welfare. The authorization for the Friant Dam in the case cited above does not 
contain such a reference. Nevertheless, it is probably just as well for legislation 


enacted under the congressional power to promote the general welfare to assert 
such a purpose in its title and preamble 

In some Cases projects for power developments are directly linked with the 
national defense. The Niagara project may be one of these rhe provisions of 


both H. R. 1642 and of HL. R. 5099 include national defense implications. More 
over, it appears that Senator Lehman and Congressman Roosevelt have joined 
in proposing amendments to their companion bills (8S. 517 and H. R. 1642) spell 


ing out the defense implications. The amendments identified by Senator Lehman 
in his testimony of September 20 as amendments A and B would specify the 
promotion of the national defense both in the title and in section 1 (line 7, p. 1, 


of the bill H. R. 1642). 
Likewise, on the general question of the congressional authority to enact this 


} 


particular legislation, consideration must be given to the fact that the bill is 


drafted apparently to carry out and to implement the obligations of the United 
States incurred pursuant to the treaty entered into with Canada. There may 
be judicial support to the congressional authority for so doing See Missouri v. 


Hotland, 252 U. S. 416 (1920) ). 


Mr. ANGELL. What is the reason for the Federal Government dle- 
veloping a project that is to be turned over to the State of New York 
when completed? Why would it not be more advisable to issue a 
license to the State of New York and let it develop it ¢ 

Mr. BucHaNan. Mr. Angell, under this treaty Congress spec ifically 
took away from the Federal Power Commission its licensing power 
and retained it in Congress. 

Mr. Anceti. We are acting now on new legislat ion. 

Mr. Bucwanan. You can do, of course, just as you please in cor 
nection with the legislation, but that is the treaty. That is the situa 
tion today. When the treaty was ratified, the licensing power of the 
Commission was taken away and retained by Congress, which I think 
was perfectly proper 

Mr. Anceii. Congress has the power, of course, to do as it sees fit 
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with reference to future licensing. You do not intend to say, do you, 
that the Congress has no power to provide for licensing now ? 

Mr. Bucnanan. No. I say you have complete authority. We have 
none. 

Mr. AnceLL. That is my point. What is the reason for the Federal 
Government developing this power and then turning it over to New 
York? Why not license the State of New York to do the developing 
itself? 

Mr. Bucwanan. It could be done. 

Mr. Ange. But I am asking you for the reasons why it should be 
done by the Federal Government. 

Mr. BucHanan. I could not give you any reasons, except that, as I 
understand the bills that are before you now, the Roosevelt bill is much 
broader, and we think it protects the public interest to a greater extent 
than the other two bills. It spells out the methods of 

Mr. Ancetu. You do not seem to get the meat of the nut in my ques- 
tion, which is: Why should the Federal Government develop this 
project, construct it, and then turn it over to New York? Whzy not 
license the State of New York originally and let New York do it if it 
is going to be turned over to New York anyway? New York is as 
well qualified to do the construction as the Federal Government. 

Mr. Bucuanan. I think that the Federal Government is more ex- 
perienced in the construction than the State of New York in matters 
of this kind. Certainly the Corps of Engineers has an experience 
that cannot be equaled by any other construction agency that I know 
of. 

Mr. Ancetu. Most of the TVA work was not done by the Corps of 
Engineers. 

Mr. Bucuanan. None of it was done by the State of New York. 

Mr. Ancett. The TVA was not developed by the Corps of Army 
Engineers, as I understand. 

Mr. Bucnanan. That may be, but I think probably the initial units 
were. 

Mr. Ancextt. You do not seem to get the point I am raising, and 
that is the reasons why it should be done by the Federal Government 
rather than by the State of New York, if we are going to turn the 
whole project over to New York, lock, stock, and barrel. I am not 
stating my views on the problem but seeking yours. 

Mr. Bucnanan. Of course, that depends on other features of the 
bill, whether that will be done, whether the State of New York will 
be able to comply with the arrangements with the Federal Government 
for the use of the power. 

Mr. Ancetu. That could all be provided for in the licensing, could 
it not? 

Mr. Bucnanan. I think that the experience of the Corps of Engi- 
neers greatly exceeds anything else, and their construction we know 
will be good. 

Mr. Anceti. I share your views with reference to the experience 
and efficiency of the Corps of Engineers, but there are others who 
are as capable as the Corps of Army Engineers, as was demonstrated 
in the TVA development. 

Mr. Larcapr. Mr. Buchanan, along the same line of questioning by 
the gentleman from Oregon, on yesterday Mr. Machold, the president 
of Niagara-Mohawk Power Co., testified before this committee and 
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made a statement that his company was ready, able, and willing to 
take over this project for development. I am just wondering if “the 
provisions of the treaty that you referred to prohibit private enter- 
prise from developing this project rather than the Poles il Govern- 
ment, and whether or not there are other provisions in existing law 
that would prohibit private enterprise from developing this project. 

Mr. Bucuanan. Mr. Chairman, I think that under the treaty 
whomever or whatever Congress designates as the proper agent to 
construct this, or the proper designee, you might say, to construct 
this project, would be a proper party. It is entirely within the 
hands of Congress. However, if the matter was to be referred to 
the Federal Power Commission, as Congressman Angell suggests, for 
licensing, the preference under the Federal Power Act would be first 
to States, second to municipalities, and then to private enterprise or 
private developers. They would not be on an equal footing. 

Mr. Larcape. In other words, there is no prohibition in laws or 
the policy of the Federal Power Commission which would prevent 
them from licensing private enterprise to build this project ‘ 

Mr. Bucnanan. Only that limitation. With the three bills that 
are before Congress today, private enterprise, so-called, would not 
obtain the license, because the State of New York also is in the picture, 
and they would get the preference, or it would get the preference 
under the Federal Power Act. 

Mr. Larcape. I think that answers my question. Thank you very 
much. 

Any questions by the gentleman from Missouri, Mr. Magee? 

Mr. Mager. I think the gentleman from Oregon has raised a ques 
tion that has been raised previously here. There is some question 
about the power of the Federal Government to redevelop, as proposed 
in H. R. 1642, when it is not a multiple-purpose redevelopment. I 
think the gentleman from Oregon is correct in stating that this prob 
lem developed in the first instance. I am inclined to think that the 
Supreme Court would uphold the provisions of H. R. 1642, because 
Supreme Court decisions have held that the Federal Government has 
jurisdiction over the navigable streams in this country, but I think 
it might be a debatable question. 

I think you would agree, Mr. Buchanan, that if we did turn this 
over to private redevelopment we would be departing from a long 
and well-established policy of the Government, would we not ¢ 

Mr. Bucwanan. To turn it over to private development ¢ 

Mr. Mager. Private development, as suggested by the Miller bill. 

Mr. Bucwanan. Well, as I explained to Chairman Larcade, under 
the Federal Power Act it just would not happen with the present 
situation, because the policy of Congress has been expressed in the 
Federal Power Act that preference should be given in another direc- 
tion. 

Mr. Mager. That is right. It would be a great departure. The 
Miller bill, as Mr. Angell suggests, would be a departure if we went 
ahead and developed this. 

Mr. Bucuanan. That is right. 

Mr. Macer. Now, he raises the further questions that he wonders 
why the Federal Government should develop this and then turn it 
over to the power authority of New York or some other agency of the 
State, rather than a direct license to that authority at the present 
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time. I think in answer to that it might be said that when the Fed- 
eral Government does this work in the beginning and turns it over, 
they can turn it over with certain safeguards which would not exist 
if we gave them a direct license. 

Much was said here in the last day or two about the fact that these 
private utilities pay taxes, and that if they did not have to pay taxes 
they could compete with Federal power projects, and so on. I think 
it is true that every public service commission in the United States 
that seeks to control rates allows these private utility companies to 
spend untold thousands of dollars on nothing more than political 
advertising, and then charge it as a legitimate expense. 

I note in your statement, Mr. Buchanan, that you said power would 
he developed at a cost of 2 mills per kilowatt. I brought out the other 
day that previous to TVA private power companies were buying 
power at Muscle Shoals at 2 mills a kilowatt-hour and selling it just 
across the river at Florence, Ala., at 10 cents a kilowatt-hour, and if 
my figures are correct that is a profit of 4,800 percent. 

I also brought out that one utility in my town, a telephone utility— 
that the State tax commission of Missouri about 15 or 18 years ago, 
when I examined the facts, gave them an assessed valuation of $16,400 
for taxation purposes, but for rate making purposes the public service 
commission gave them a valuation of $104,000, 

That is the reason that I am unwilling to turn the natural water 
resources over to any private utility. 

Mr. Ancett. Mr. Chairman. 

Mr. Larcape. The gentleman from Oregon, Mr. Angell. 

Mr. Aneetit. Mr. Chairman, to clear the record it was not my 
intention by my questioning to give any opinion of my own with 
reference to the questions I raised. I was merely attempting to get 
the opinion of the witness. 

Mr. Bucuanan. Perhaps I did not understand your question, Mr. 
Congressman. There is no question in my mind that the Roosevelt 
bill more greatly preserves the public interest in its provisions than 
either of the other bills. There is no assurance under either of the 
other bills that the energy, for example, will cross State lines. There 
is no compulsion there. There is in the Roosevelt bill. It has a 
national aspect. It also safeguards the preferences which Congress 
has written into other bills, which the other bills do not do. In other 
words, just looking at the congressional policy as it has been expressed 
in the flood-control bills, and so forth, the Roosevelt bill carries those 
into effect better than either of the other bills. If you want to change 
that policy, that is something else. That is your prerogative. 

Does that answer your question ? 

Mr. ANGELL. It is true—is it not, Mr. Buchanan—that if the Federal 
Government should see fit to issue a license to the State of New York 
all of these provisions with reference to protecting the public’s interest 
could be provided for in the issuance of the license, as is done in other 
cases / 

Mr. Bucuanan. I do not think even our licensing goes as far as the 
Roosevelt bill in carrying our certain policies that Congress has 
expressed in other bills. 

Mr. Ancein. The Federal Government has complete authority—has 
it not—to issue a license and to impose any restrictions it sees fit, 
and any conditions it sees fit ? 
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Mr. Bucuanan. We have no authority to go so far into preference 
as the Roosevelt bill does here. 

Mr. AncELL. But Congress in enacting legislation could provide for 
giving you further authority in that respect. 

Mr. BUCHANAN. Oh, yes 5 it could. But this bill does that. This 
bill writes those preferences. 

Mr. Anceixt. The point I am attempting to raise is whether or not 
the Federal Government could protect the interests of the public just 
as well in the issuing of a license to the State of New York as it 
could in developing the project itself. 

Mr. Bucnanan. Well, that is a point of view. The Roosevelt bill 
goes beyond our powers under the Federal Power Act in protecting 
the public interest. It still carries out the past policies of Congress. 

Mr. Macnrowicz. Mr. Chairman, with reference to the inquiry by 
Mr. Angell, I would like to point out to the witness a portion of Sena- 
tor Lehman’s statement, and I would like to have his comments on 
that. 

On page 9 he states as false the opinion of legal experts that the 
Federal Power Commission under the Federal Power Act would have 
very little control over the New York Power Authority through the 
grant of a license, any more than the Commission has over private 
power companies, to whom analogous licenses are granted. 

In your opinion, is that a correct statement of the fact ¢ 

Mr. Bucuanan. Yes, sir; I think that is correct. 

Mr. Macnurowricz. Is that not one of the reasons for your support 
of the Roosevelt bill—— 

Mr. Bucuanan. I would say so; ves. 

Mr. Macurowicz (continuing). Rather than the fact that without 
an amendment of the Federal Power Act you practically would have 
no more authority over the State than you would have over private 
power companies ¢ 

Mr. Bucnanan. That is right. 

Mr. Larcapr. The gentleman from Idaho, Dr. Wood. 

Mr. Woop. Just one question. Do I understand, Mr. Buchanan, 
in case of Congress authorizing a private power company to develop 
this at its own expense, that it is your understanding that the Federal 
Power Commission would have authority to dete mine the sale of the 
power: that is, you might still attempt to hold it to delivering the 
power first to States, second to muni ipalities, and third to private 
people ¢ 

Mr. Bucnanan. We would not have that authority 

Mr. Woop. I understood you to say that you would. 

Mr. Bucuanan. No; I think you misunderstood me, Dr. Wood. 

Mr. Macurowticz. Is that not one of the basic reasons why in your 
opinion the Roosevelt bill has preference as far as the | ibhi« hterest 
is concerned over the other two bills? 

Mr. Bucuanan. That is right. 

Mr. Macurowicz. That is the very question raised by Dr. Wood? 

Mr. Br CHANAN., This bill goes bevond our author ty under the led- 
eral Power Act to do what you suggest. 

Mr. Larcapr. Mr. Buchanan, our counsel has presented here an ex- 
tract from the treaty to which you referred a while ago, which reads: 

The United States on its part expressly reserves the right to provide by act of 
Congress for redevelopment, for the public use and benefit, of the United States 
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share of the waters of the Niagara River made available by the provisions, and 
no project for redevelopment of the United States share of such waters shall 
be undertaken until it is specifically authorized by act of Congress. 

My question is: What is the interpretation of your department, 
whether you take the position that this power could be restricted only 
to the State of New York, the New York Power Commission, or 
whether or not it could be ceded to private enterprise for distribution 
to the public? 

Mr. Bucuanan. You are asking my opinion whether it would be 
wiser for Congress to authorize the State of New York to operate 
this, or private enterprise / 

Mr. Larcape. What is your interpretation of this particular lan- 
guage that I have quoted to you ¢—whether or not under the language 
that I have read is it not the policy or the established rule of your 
department that under this language the power when made available 
would only be available to the Power Authority of the State of New 
York, or whether or not under the provisions of that treaty it could 
be ceded to some other distribution agency or private agency for 
distribution. 

Mr. Bucuanan. If Congress had not retained jurisdiction over this 
matter in the awarding of construction of it to whomever it chose, and 
if it had come to the Federal Power Commission, we would have been 
compelled under section 7 of our act, the Federal Power Act, to first 
consider a State application, an application for the construction of 
this project by a State, secondly by a municipality, and thirdly by 
private enterprise, so-called. 

Mr. Larcape. In other words, the State has preference under the 
provisions of the existing law 4 

Mr. Bucuanan. That is right. That is section 7 of the Federal 
Power Act. 

Mr. Larcapr. Well, in the event that this bill were passed and the 
power were turned over to the State of New York, the State of New 
York would be largely the beneficiary—would it not?—for the rea- 
son, as I understand it, that the maximum distribution of power 
would be about 300 miles; whereas, if the power were turned over, as 
an example, to the Mohawk-Niagara Power Co., with their extensive 
distribution system, the power could be made available to a much 
larger portion of the United States or the States wherein they operate 
and which they serve under their system. Is that correct / 

Mr. Bucnanan. Yes; you are correct that the distribution area is 
on a 300-mile radius and, therefore, it could go into other States. 
That could take place and would take place under the Roosevelt bill. 
It could take place under the Cole bill and under the Miller bill. The 
Roosevelt bill says “shall be distributed among the States within 
transmission distance.” The Cole bill provides for compacts between 
the States; but, if no compact is negotiated, then the Federal Power 
Commission “shall fix an equitable allotment of power among the 
States within economic transmission distance.” The Miller bill pro- 
vides that the Federal Power Commission shall, upon the complaint 
of any interested State, have jurisdiction to require the licensee “to 
enter into reasonable and practical arrangements whereby project 
power will be apportioned equitably among States within economic 
transmission distance, subject, however, at all times to the priority in 
respect of project power accorded to the Department of Defense.” 
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Does that answer your question ¢ 

Mr. Larcapr. That answers my question. Thank you very much. 

Any other questions by members of the committee / 

(No response. ) 

Mr. Larcapr. Thank you very much, Mr. Buchanan. We are very 
glad to have had you apepar before our committee. 

The next witness is Mr. Andrew J. McMahon, president of local 
1-2 of the Utility Workers Union of America, CIO. 


STATEMENT OF ANDREW J. McMAHON, PRESIDENT, LOCAL 1-2, 
UTILITY WORKERS UNION OF AMERICA, CIO 


Mr. McManown. I have a prepared statement, Mr. Chairman. 

Mr. Larcape. Would vou like to file your statement and then make 
an oral statement in addition / 

Mr. McManown. Mr. Chairman, I would like to read the statement 
into the record. Ithink I can do it very rapidly. It is not too lengthy. 

Mr. Larcapre. You have 14 pages. What is the pleasure of the 
committee ¢ 

Mr. McManron. Mr. Chairman, I ain only cong to read into the 
record the first seven pages. 

Mr. Larcapr. Seven pages / 

Mr. McManon. That is right. 

Mr. Larcapr. You may proceed and read the seven pages, and the 
entire statement will be printed in the record at this point, without 
objection. 

Mr. McManon,. This statement is a statement that represents the 
philosophy of the members of the Utility Workers Union, Local 1-2, 
in the city of New York. 

My hame is Andrew a: McMahon, president of local 1-2 of the 
Utility W orkers Union of America, ¢ LQ, with oflices at 143 West 
Fifty-first Street, New York City, N. Y. My statement will be brief, 
but it will incorporate two documents which are a matter of public 
record, They are, first, a statement of poliey unanimously adopted by 
the Fourth Annual Constitutional Convention of the Utility Workers 
Union of America, CIO, In convention assembled l! the CIty of New 
York on April 28. 29, and 30, 1950: and. second, a statement read ta 
the Public Works Committee of the United States House of Repre- 
sentatives in April 1951 by William J. Pachler. national secretary- 
treasurer of our union. 

There are 25,000 members of our local union in the city and State 
of New York, and our national union has contracts with public-utility 
companies covering more than 90,000 members throughout the United 
States. As the spokesman for Local 1-2 of the Utility Workers Union 
of America, CIO, I appeared on August 22 of this year before the 
Public Works Committee of the Senate of the United States in opposi- 
tion to the Lehman-Roosevelt bill, S. 517, referred to as the Niagara 
Redevelopment Act of 1951. 

In testifying before the Senate committee at that time ] referred ta 
the three bills before the Congress of the United States which closely 
affect the social and economic welfare of the members of the Utility 
Workers Union of America, CIO. Each of these three bills concerns, 
i their most important part. the building of a hydroelectric installa- 
tion at Niagara Falls in the State of New York. They were the 
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Lehman-Roosevelt bill, introduced in January of 1951; the Ives-Cole 
bill, introduced in August of 1951, and the Capehart-Miller bill, 
introduced in March of 1951. 

I am testifying before this committee today on substantially the 
same general issue. As spokesman for my local union at the Senate 
hearings, I went on record against Government building of the hydro 
electric installation at Niagara Falls and in favor of private enterprise 
doing the work, subject to the proper and necessary Government regu 
lation and cont rol. Each of t hese { hree measures pro\ ides for develop 
ment of Niagara Falls, with particular emphasis on the construction 
and operation of a hydroelectric installation. The Roosevelt-Lehman 
bill would have the Federal Government do the construction and then 
hopes to be able to turn the operation over to the Power Authority of 
the State of New York under certain terms and conditions which did 
not seem either attractive or workable, according to the testimony of 
the witness from the New York Power Authority in the hearing before 
the Senate committee. 

The Cole-Ives bill proposes that the Federal Government do the 
construction more or less under the direction of the New York State 
Power Authority, which would then operate the installation under 
terms and conditions which did not appear either attractive or work- 
able to the Federal Government agency witnesses who appeared be- 
fore the Senate committee. 

The Miller-Capehart bill proposes that private enterprise do the 
construction and operate the installation in the same manner in which 
utility companies are operated at the present time in the State of New 
York, that is. subject to Government regulation, control, and, accord 
ing to industry spokesmen before the Senate committee, Government 
recapture if the project does not prove to be working in the public 
interest. 

Unionism as it presently exists in the United States enjoys a posi- 
tion different from that of unionism in any other country or any other 
ave, Trade unions in the United States have increased in numbers 
and become influential as a part ot the development of our free-enter 
prise system. A venuine democracy is made up of polit eal, economic, 
and social parts, Our objectives in the United States today should be 
to develop our economic and social democracy sO that they can keep 
pace with the development of political democracy through which we 
have lived since our birth asa free people 175 years ago. Good union 
ism, as the spokesman for millions of wage earners, must play an im 
portant part in this development. 

No one has been more militant in striving for the development of 
strong unionism than I and my fellow officers of the Utility Workers 
Union of America, CIO. For many years we have given our every 
effort to develop good unionism as a social need In our democratic 
way of life. We know that the hundreds of thousands of wage earners 
in the electric light and power industry need an informed, aggressive 
union leadership to speak for them and work for them so that they 
might obtain the best possible wages, hours. and working conditions. 
In a word, the social institution of eood unionism was and today 
more than ever Is necessary to obtain for our wage earners a better 
economic way of life in return for the continuance of our record of 
service to the communities which we serve tl roughout the United 
States. 
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Our national president, Joseph A. Fisher, recently toured European 
countries as an ECA consultant without compensation, for the pur- 
pose of entering into discussion with leaders of the labor movement 
in various ERP countries and to attend conferences with the leaders 
and members of the Kuropean labor movement for the purpose of 
developing acceptance of, and support for, the productivity program 
of ECA. In a communication from him which received considerabl 
hewspaper comment in the United States, he outlined the political 
and economic matters which resulted in nationalization of the electric 
industry in many countries, and said that unions there did not relis 
the development but were compe lled to go along for the good of the 
national economy, for the very partic ular reason that there was not 
sufficient private capital avail: ible there to do the jobs and, therefore, 
Government had to step | in. A direct quotation from Mr. Fisher’s 
communication to us is In point ; 


It is evident that we have an entirely different economic and political set of 
conditions in America It is also interesting to note that not one of the labor 
leaders or Government officials I have talked to believes that nationalization of 
the industry at home is needed or would be of benefit to the workers 

\s for myself, | am more convinced than ever that our system of free ente1 
prise, with all of its obvious faults, affords the best opportunity for workers 


anywhere in the world. 1 

As I said before, democracy as we understand it in the United 
States is made up of social, economic, and political factors. Unions 
have | een successful In impro\ ne the social and economic position of 
millions of workers. It has also become necessary for unions to con- 
sider the political phases of our democratic way of life. In fighting 
for social Improvement In eeneral and the development of our natural 
resources In particular, our union has been in the oo piggy’ for many 
years. As our national secretary-treasurer, Mr. William J. Pachler, 
told the Public Works Committee of the House of ~ ace ntatives 
when testify Ing on the St. Lawrence seaway proj CL: 


We are in favor of the Government providing flood contre full development 
of river navigation, proper development of irrigation and reclamation proje 
and the building of power facilities as a result of these projects which are 
feasible ar desirable. However, we stand opposed to the publie distribution 
of electrical power when adequate facilities are available from private industry 


to do this distribution job at fair and equitable rates 


It is Important In our prest ht considerations to note that the pro- 
posed Niagara redevelopment Is really a single-] urpose project, that 
IS, the building of a hvdroelectric installation . and not a multiple 
purpose project providing for flood control, navigation, irrigation, or 
reclamation or anything else. The scenic development and improve- 
ment of Niagara contemp lated by the measures is relatively a very 
small part of the subject matter in any bill. Because it is a single 
purpose project whie h can he clone by pr ivate enterprise under proper 
regulation and control, we favor the Miller bill, which proposes the 
continuance of our system of pl Ivate enterprise. 

Under any type of Government ow nership or operation of electri 
utilities, unions find themselves faced with three serious problems 
which I shall refer to in . few moments. They are far-reaching in 
their influence and affect t he common wood of soi lety asa whole. 

In the considerations before us today we must take cognizance of 

fact that the Miller bill in the House of Representat ves as H. R. 


1146 represents for the first time the machinery by which private 
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enterprise can undertake the development of a project such as the 
building of a hydroelectric installation at Niagara Falls. Under this 
bill full and unlimited collective bargaining for free labor unions is 
an automatic feature, since the installation would be built and oper- 
ated by private utility companies with whom we hold genuine collec- 
tive bargaining agreements throughout the United States. Under 
this system of private operation there is no questioning the fact that 
the Government would collect its proper share of taxes and, above all, 
the public interest would be amply protected by the regulation of rates 
and other operational services by the public service commissions. It 
is our concept of democracy in its highest stages of development that 
the Government should only be called upon to do those necessary and 
important things which the citizenry, either individually or collec- 
tively, cannot do for themselves. We were and are opposed to the 
Government building transmission lines to distribute electric power 
when adequate facilities under proper regulation are available from 
private industry. It is logical to have this same principle cover the 
building of a hydroelectric installation at Niagara Falls. If private 
enterprise can do the job at fair and equitable costs and prices, unions 
should support that effort. 

Brieflly examine three matters with me and you will understand 
why intelligent unionism must accept with caution any division or 
subdivision of Government as an employer. 

For many years organized labor worked hard to compel the 
Government, when it became an employer in certain trades, to pay 
the same prevailing rates of pay as paid by private industry. This 
principle was written into Federal law when the Davis-Bacon Act 
was enacted almost 20 years ago. What assurances have we that the 
basic philosophy of the Davis-Bacon Act will be embodied in any 
legislation establishing a Government operation in the utility field? 
There has been no move in this direction up to this moment. 

The right to organize and bargain collectively was protected by 
law when the Congress of the United States passed the Wagner Act 
in 1933. Without this protection, unions as we know them today 
could not exist. Can anyone say that employees of a government are 
able to bargain collectively with their government employer? Can 
they enter into genuine and effective collective bargaining contracts 
similar to those which we presently have with private utility 
companies ? 

3. It is a general principle that no one likes to pay taxes. In the 
complex world of today it is equally clear that more and more taxes 
are needed, not only for national defense but to strengthen and even 
further develop the social advances of the last several decades. Taxes 
are, therefore, very necessary to the existence of any government. The 
members of our union and all other unions are paying an ever increas- 
ing percentage of their wages to the Government in taxes. This 
fact is one that is a constant consideration not only in collective bar- 
gaining efforts with management but in the internal administration 
of unions. Can it be said that any governmental agency established 
in the electric light and power fie ld pays the same local, State, and 
Federal taxes which private enterprise companies or the users of 
private power are required to pay? We do not feel that the tax- 
payers of one section of the country should indirectly pay part of 
the electric bill charged by Government operation of electric facili- 
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ties in other parts of the country. We feel that the ever-increasing 
tax burden should rest evenly on all the taxpayers, which cannot be 
done if more and more private business is taken over by Government 
and thereafter relieved from the necessity of carrying their share of 
the tax burden. 

As I said at the outset, I appear before this body today as the presi- 
dent of local 1-2 of the Utility Workers Union of America, CIO. The 
proposed development of Niagara Falls is in the same region in which 
our union has contracts with many public utility companies. 

Mr. Chairman, I had intended to read the excerpts from the pro- 
ceedings of the Fourth Annual Constitutional Convention of the 
Uutility Workers. If I may, I would just like to read one paragraph, 
because it will become part of the record. 

Mr. Larcape. You may proceed. 

Mr. McManon. It is paragraph 5 on page 5 of the excerpt: 

We further recommend as a matter of policy that the national officers, the 
local union officers and members, use every means available to prevent further 
nationalization of the utility industry, and we further recommend, as a matter 
of policy, that we insist on fair and proper regulation of the utility industry, and 
that every effort be made to compel utility managements to fulfill their obliga- 
tions to their consumers and to their employees. 

Mr. Chairman, in view of certain testimony given by Senator Leh- 
man yesterday, I would like permission to read a short statement into 
the record for the purpose of setting forth the position of our union 
in light of the Senator’s statement, if I may. 

Mr. Larcape. Is that included in the balance of your statement? 

Mr. McManon. That is right. 

Mr. Larcape. On what page is that? 

Mr. McManown. It is not in there, Mr. Chairman. I did not have 
time to prepare it following the Senator’s testimony vesterday. I 
would just like to read that statement into the record. 

Mr. Larcape. Is that a comment on the statement by Senator Leh 
man yesterday ¢ 

Mr. McManon. That is right. 

Mr. Larcapr. You may proceed. 

Mr. McManon. Among the reasons listed in mv prepared statement 
as to W hy the ut ility workers oppose H. R. 1642. t he Roosevelt-Lehman 
bill, and H. R. 5099, the Ives-Cole bill. were the following: 

1. These bills do not afford to the workers the protection that the 
Davis-Bacon Act and the Walsh-Healy Acts gave. 

2. They do not afford the utility workers the same collective bar- 
gaining rights that they possess in their relation with private em- 
ployers. 

2d. They deprive local vovernments of tax revenue whi h would be 
available to them from private ownership and operation, and hence 
places an additional tax burden on our employees. 

Senator Lehman has conceded the desirability of amendments to 
correct these omissions. However, no specific amendments have been 
offered. They are more or less declarations of intent and not realiza- 
tions, and at this time it is impossible to determine to what extent, if 
any, such desired amendments would in fact correct the situation. 
However, I do not believe, after consultation with my colleagues in 
New York last night, that our union’s previously stated objection to 
Government operation and transmission of electric power when pri- 
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vate enterprise is willing and able to do it at fair and equitable rates 
and under Government control will be affected by these possible 
amendments. When and if specific amendments along the lines sug- 
gested by Governor Lehman are offered, we shall be glad to submit our 
comments on them to this committee or to the Congress after we have 
had an opportunity to study them. 

At this time, Mr. Chairman, I would like to express on behalf of 
my local union our sincere appreciation of the opportunity to appear 
before this honorable body, as an exemplification of the American way 
of life, for which our unions are grateful. 

(The documents submitted by Mr. McMahon are as follows: ) 


STATEMENT IN BEHALF OF THE UTILITY WoRKERS, UNION oF AMERICA, CIO, IN 
OPPOSITION TO THE St. LAWRENCE SEAWAY AND Power Progecr MADE BY THE 
UNION’S NATIONAL SECRETARY-TREASURER, WILLIAM J. PACHLER 


Mr. Chairman and members of the House Committee on Public Works, this is 
my first appearance before this committee and I have tried to condense the state- 
ment I am about to give in behalf of my organization in as short form as possible. 

Tam William J. Pachler, the national secretary-treasurer of the Utility Workers 
Union of America, affiliated with the Congress of Industrial Organizations and I 
appear here today to voice our opposition not only to the St. Lawrence seaway 
project in general but also to the power features that apparently are going to be 
written into the pending legislation. 

Our union has contracts with employers in the light and power industry, to 
which the Congress of Industrial Organizations has given us jurisdiction, that 
cover workers who number more than 90,000. 

Our union points with pride to a union shop contract with the Consolidated 
Edison Co. of New York for all the eligible employees of this company numbering 
approximately 30,000 people. Other large companies with whom we hold con- 
tracts are the Detroit Edison, the Boston Edison, the Cleveland Electric Lllumi- 
nating Co., the Consumers Power Co. of Michigan, the Ohio Edison, Ohio Power, 
and the Dayton Power & Light Co. of Ohio, the West Penn Power Co., the Southern 
California Edison and gas companies, the Pacific Gas & Electric Co., and many 
other companies throughout these United States. It might be of interest to the 
members of this committee to know that our members service areas that embrace 
a population of better than 50 million people with either gas, electric, or water 
and ina great many areas both gas and electric. 

From these statistics you can readily understand our interest in the St. Law- 
rence seaway. Our union does not agree with some of the important phases of the 
labor policies that seem destined to come about as a result of this seaway and 
that have been put into practice by Federal, State, valley, and municipal authori- 
ties in other projects of a similar nature. 

It might be well to state that the Congress of Industrial Organizations has 
given our union a charter covering the employees of the light, power, gas, 
water, and affiliated industries. The primary interest of our union in these 
proceedings is to protect the rights of the men and women who work in these 
industries and are therefore affected by any legislation that may be enacted 
pertaining to their work. Our union has had considerable debate with our 
parent organization, the CIO, over the public-power issue and, although our 
positions differ on some phases of a public-power program, nevertheless we feel 
that our jurisdiction demands that we protect the interests of our membership 
and eventually we expect CIO to endorse our policy. 

The CIO in its Economic Outlook of February 1951 made the following 
Statement: 

“The CIO has never endorsed any of the specifie bills which have been put 


before Congress for the St. Lawrence. Most of them have contained several 
of the deficiencies indicated in this article. None of them has contained satis- 
factory provisions for labor-management relations. The CIO has always insisted 


on TVA principles in these matters; that is, a statutory guaranty of the pay- 
ment of not less than prevailing wages, and statutory authorization to the 
public agencies involved to deal collectively with their employees and enter into 
collective contracts It is imperative that provisions be included in current 
legislation covering the prevailing wage question to the extent not dealt with 
by general law, and according the right to organize and bargain collectively, 
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including the execution of signed contracts, and to engage in other concerted 
action for mutual aid and benefit. Guaranties on this score must be required 
by the legislation of any State agencies to which operating authority is 
extended.” 

First of all let me relate the policy of the utility workers in regard to this 
type of project. 

We are in favor of the Government providing flood control, full development 
of river navigation, proper development of irrigation and reclamation projects, 
and the building of power facilities as a result of those projects which are 
feasible and desirable. However, we stand opposed to the public distribution 
of electrical power when adequate facilities are available from private industry 
to do this distribution job at fair and equitable rates. We believe that whenever 
dams are required to be built because of these projects or those such as the 


Niagara or St. Lawrence power projects, that the Government should build the 
power plants. Then it should contract for the distribution of electrical energy 
with the private power companies under proper regulation and rate control 
that would guarantee the savings being passed on to the consumer in bette 


service and lower rates. In the event that private companies cannot or wil 
not do the necessary job then and only then should the Government take the 
distribution of power into its own hands. We believe that if and when the 
Niagara or St. Lawrence power project is completed, then this policy should be 
placed in operation 

Perhaps the members of the committee might wonder what motivates our union 
to take this position which is in opposition to the public power policy of the 


administration. I might add that we see practically eye to eye on the ma 
jority of other forward-looking policies that have been enacted into law under 
the leadeship of the late President Franklin ID. Roosevelt and are in accord 


With the great human endeavors of our valiant and reliable President Harry S$ 
Truman. Let no one think for one minute that because our union opposes the 


transmission and distribution features of the Federal public } r policy that 
we are therefore opposed to the other forward-looking policies of the administra 
tion Our union feels that the enactment of the administration's fair-deal 
program in general would do tremendous good for our country and it eople 

To get back to why we are opposed to this St. Lawrence seaway project We 
are opposed mainly for two reasons—one in our opinion it w hurt rather than 


help our country, and secondly it will hurt rather than help the employees in 
our industry. 
I will touch very lightly on the reasons for our opposition to the naviga 


part of the St. Lawrence seaway project because of the expe and detailed 
testimony that has been heard by your honorable committee from previous 
witnesse 

In summing up the testimony of the very able opposition witness, Gregory G 
Prince, during the period April 2 to April 6 I find that he contended and ou 
union agrees that this navigation part of the project results a subsidized 
competition for the railroads, the project based on the facts presented shows 
clearly that it is not urgently needed for national defense, the cost of the 


project would add an additional unnecessary burden at this t e to our na 
tional economy, the project would be vulnerable to enemy attacks that might 
result in the bottling up of some very important ships, ete., the ultimate costs 
would be far in excess of present estimates and the proposed charging of tolls 
does not guarantee that the project will be self-liquidating 

In discussing the labor draw-backs to the construction of this navigation 
part of the seaway our union feels that its large concentrated n embership in 
and around New York City and Boston will feel adverse effects It is gen 
erally conceded that these two great seaports will suffer loss of business if and 
when the seaway becomes a reality. Our 35,000 members and all working people 
in this area have a stake in this project. If it goes through business will be 
lost to these areas that can never be recaptured. Other inland ports will gai: 
some of this business at the expense of New York, Boston, and other Atlantic 
and Gulf seaports. Certainly the testimony that has been given prior in this 
hearing shows that the men who labor on the ships that sail under our glorious 
flag will lose out to the men who labor under the flags of other countries. In test 
mony it was brought out that a great majority of ships flying under other 
countries’ flags will make use of this seaway. I ask you what happens to the 
labor standards of our United States seamen? What happens to our country’s 
attempt to build up its merchant marine service? In our opinion based on the 
testimony presented by experts we feel that this seaway will result in a further 
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breakdown of our merehant marine service which will eventually result in lower 
living standards and working conditions for our American seamen because of the 
low pay and inferior standards of this foreign shipping which will be built up by 
this seaway at the expense of the American seamen. 

It will also be true that the men who labor in the construction fields in the 
New York and Boston area will suffer from this project. We know that this 
project will result in a curtailment of private construction work in these areas 
because of the loss of port trade and therefore it will dislocate thousands of these 
workers, including construction workers who now work in our industry. In 
addition thousands of other workers, engaged in dock work, tug work, shipping 
rail, and many other lines of work, will be adversely affected by this seaway. 
1 do hope that if testimony of the manner in which various workers are adversely 
affected by this seaway part of this project are not before the committee up to 
this point that this detailed information will be placed in the record prior to the 
closing of these hearings. 

It is our union’s honest and sincere belief that (1) this part of the project 
will not bring as much benefit to our country as it will harm our country, and (2) 
that the people who work in the maritime industry, the construction industry, 
the railroad industry, the utility industry, and other industries in the New York, 
Boston, and other Atlantic seaport industries will be hurt and in many cases 
dislocated from their present area of work as a result of this project. 

And now I come to the power phase of the St. Lawrence seaway with which 
our membership is more closely related. Again let it be clear to your honorable 
committee that our union stands in favor and advocates the putting to work of 
every potential power resource of this country that is feasible, desirable, and 
necessary. We decry the going to waste of abundant water power such as that 
contained in Niagara, the St. Lawrence River, and other great rivers of our 
country. However, we disagree vehemently with the manner in which these 
great resources of our country have been put to work and are contemplated being 
put to work in the future. The present Federal public power policy embraces 
the public development and transmission of hydroelectric power; and its dis- 
tribution with preference to public and cooperative agencies; and the public 
construction and operation of such auxiliary steam installations as may be 
desirable or necessary. 

So that this honorable committee may know the public power policy which 
was adopted at our union’s convention in April 1950 held in New York City, I 
am listing that policy in five parts. 

(1) Where power is generated in conjunction with worth-while water proj- 
ects, the transmission, distribution, and sale of such energy should, under proper 
regulation, be allocated to the private utility companies. Where investor-owned 
companies fail to provide for the distribution and sale of electrical energy, then 
and then only should the Government undertake such duties. 

(2) Approximately one-fifth of tne power generated in America today is dis- 
tributed and sold by Government agencies. We believe that further encroach- 
ment of Government into the utility industry should be discouraged except in 
case of national emergency. 

(3) It is our firm belief that the best interests of all of the people of this 
Nation can best be served and secured through collective-bargaining investor- 
owned public utility corporations. 

(4) We shall continue to advocate that the water resources of the Nation 
shall be developed. However, we shall object to any move that will result in 
these worthy projects being used as a means of destroying taxpaying utility 
companies who, under proper regulation, are furnishing adequate service. 

(5) We further recommend as a matter of policy that the national officers, 
the local union officers, and members use every means available to prevent fur- 
ther nationalization of the utility industry and we further recommend, as a 
matter of policy, that we insist on fair and proper regulation of the utility in- 
dustry and that every effort be made to compel utility managements to fulfill 
their obligations to their consumers and to their employees. 

The difference between the Federal power policy and the proposed power 
policy of our utility union is readily discernible if one is familiar with our 
industry. 

The Federal policy that is expected to be followed out in this St. Lawrence 
project provides for the transmission and distribution of all electric energy 
generated by Government-built dams or power projects through goverumental 
agencies or cooperatives. 
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The Utility Workers Union advocates that when power is generated in con- 
junction with worth-while water projects that the transmission, distribution, 
and sale of such energy should, under proper regulations, be allocated to the 
private utility companies unless these companies fail or refuse to provide for 
the proper distribution or sale of this energy. In the case of refusal, ete., 
then the Government would in the best interests of the country see to it that the 
generated power did not go to waste. 

In general these are two basic reasons for our opposition to the Federal power 
policy that no doubt will be written into any agreement that the Federal Gov- 
ernment signs with New York State in regard to the St. Lawrence seaway 
project. True, the power phase of most of the bills pending in regard to this 
project embody such a clause as section 5 of House Joint Resolution 159. As 
you know this section authorizes the President of the United States to negoti- 
ate an arrangement with the government of the State of New York to sell to 
New York the power facilities when constructed, provided that such arrange 
ment is consistent with the laws of the United States and protects the interests 
of the United States and other States, including appropriate provision for mak 
ing available a fair share of the power generated by the facilities herein author 
ized to New England States within economic transmission distance. Of course 
whatever arrangement is worked out will only be effective when approved by the 
Congress of the United States and the Legislature of the State of New York 

Our union in the adoption of its power policy has been motivated by its ex 
periences with Federal, State, municipal, valley, and cooperative agencies. Let 
me relate in a concise manner a few of those experiences and then you can see 
why we oppose the power policy that seems predestined to be approved for this 
St. Lawrenve seaway project. As I understand it Congress will insist on 
guaranties of a continuance of its present power policy being written into any 
sale agreement of its power construction project to the State of New York. 
Failure of New York to agree to a proper arrangement will apparently result 
in the Federal Government operating the power end of this project. Otherwise 
New York will agree to carry out the Federal Government’s power distribution 
policy. 

In either case the employees in our industry and the members of our union 
will be hurt 

Our labor experiences with valley authorities has been tremendously bad 
These authorities must adhere to the Federal or State regulations under which 
they work. First of all let us look at the Tennessee Valley Authority set-up 
Did the members of our industry suffer as a result of going into the service of 
the TVA? They certainly did. Under employment in private utilities one en 
joys with few exceptions the freedom and independence of that enjoyed by all 
other working people of America who work for a private industry Not so in 
TVA. 

Some of the TVA restrictions embrace the following: 

Political activities are prohibited to all regular employees under TVA policy 
and under the Hatch Act. Under this rule an employee may not attempt to 
influence the political actions of others nor take any active part in any political 
campaigns. 

Regular employees are prohibited from working in their spare time for any 
other employer if you work for TVA. 

TVA prohibits the union shop regardless of whether all the employees desire 
it or not. 

TVA does not recognize seniority, and promotions are based on merit and 
efficiency with very little regard for length of service. 

TVA prohibits by law the right to strike of its employees and requires com 
pulsory arbitration on some unsettled issues but on other issues the decision 
of the TVA management or its authorized agent is final 

Now let us look at the inferior labor policies of TVA 

TVA gives 6 paid holidays each year: some of our contracts give 11 

TVA gives permanent employees 144 days sick leave per calendar month or 
15 days a year accumulative to a maximum sick leave of 90 days 

Our private industry contracts provide in some cases as much as three times 
this maximum sick leave. 

TVA has one master contract with a few spelled working conditions signed 
with a number of unions. These contracts are negotiated by a small council 
committee which represents all unions involved whether the union has or has 
not a representative on such committee. Our union contracts are negotiated 
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between our own union and the management of the utility companies involved. 
This means direct negotiations between the managements and our union, a 
condition that does not prevail in the TVA, 

TVA requires a substantial contribution by its employees for its pension bene- 
fits. This pension plan compares with the better plans in our industry as to 
benefits received, but because most of our better plans are noncontributory, this 
makes the TVA plan quite inferior to the better plans which we enjoy with 
private light and power companies in Cleveland, New York, Detroit, Dayton, 
Consumers Power, Ohio Edison, Boston, and others. 

TVA wage rates for the employees in the power end of its business are below 
the rates paid for similar work in the companies with which we hold contracts. 

The rates of pay in effect in TVA on January 7, 1951, for the titles of laborer, 
firemen, boiler room attendant, water tender, boiler operator, titles which I have 
been able to compare with similar job titles in our contracts with Dayton, Ohio 
Edison, and Ohio Power, West Penn, Cleveland, Detroit, and New York are 
below the rates paid by these private companies for similar job titles. 

TVA does not provide medical and hospitalization services for its employees 
in case of sickness. Most of our contracts with private companies provide at least 
some medical and some hospitalization services furnished by the employer. 

Another item that private light and power companies generally provide for 
their employees in some manner is a group life insurance policy. TVA only 
provides a death benefit provision that is part of the retirement policy to which 
the employee is making a substantial contribution, and therefore by law it is 
required that at least the contributions be paid to the beneficiary if the em- 
ployee dies before his retirement. 

In general the same criticism is made about the public power projects in the 
Columbia Basin and the Hoover Dam areas. The Hoover Dam and other dams 
in that area are controlled by the Bureau of Reclamation, Department of In- 
terior. Wage rates at Bonneville Dam and Hoover Dam are based on and 
therefore compare with the private light and power company rates. However, 
there are 30 power plants controlled by the Bureau in the Hoover Dam area 
and only 1, the Conlee Dam, has a labor agreement. Rates of pay moving east- 
ward from the Hoover Dam are lower because of the lack of unions and because 
the rates are based on the farm communities in which the different dams are 
located. 

And now let ine relate to you our experience with another public district 
ey in Cali- 


} 


the Imperial irrigation district—which operates in the Imperial Val 
fornia. 

This is a mutually owned water and electric utility district located in the 
southernmost parts of southern California. It employs about SOO employees. 
It receives its water from the Hoover and Parker Dams and gets its electricity 
from the same projects. It has built the All American Canal and a few hydro- 
plants along that canal and it operates both those projects. This Imperial irri- 
gation district is the largest utility district of its kind in the United States. 
Our organization, after receiving requests to join our union from a number of the 
employees of this district, started an organizational drive in November 1950. 
This is what happened: The employees signed up with our union in great num- 
bers and we quickly filed for a National Labor Relations Board election. We 
continued our leaflet campaign advising the employees of our union’s program 
if and when we won the election. But we were figuring without the antilabor 
stand of the Imperial district management. This district management began a 
vicious antiunion publicity campaign in the newspapers. It can best be related 
by the insertion of these paid advertisements in the Imperial Valley Press on 
the date of November 17, 1950: 


(Advertisement) 
WITH YOUR DISTRIC!I 


Outside labor union organizers, operating under the banner of the Utility 
Workers Union of America, CIO, 1010 South Broadway, Los Angeles, Calif., are 
seeking, in an insidious manner, to wrest control of Imperial irrigation district 
from the people of Imperial Valley. 

This is the second attempted abortion of the rights of the citizens of Imperial 
Valley by an outside labor union, since the district was organized’in 1911. 

The first attempt was made in 1948, when local union B-447 of the Inter- 
national Brotherhood of Electrical Workers, an affiliate of the American Federa- 
tion of Labor, called a strike against the district at midnight, November 26. 
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The union that called the strike maintained pickets at the district head- 
quarters yard, Imperial, until the following May. This resulted in considerable 
extra expense for the taxpayers and incenvenience for the district. 

The striking employees were immediately discharged. 

The great majority of district employees who remained loyal, recognized that 
Imperial irrigation district was not being operated for the personal profit 
of any individual or group of individuals, but was pledged to public service 
water operations on a cost basis—power profits dedicated to payment of the 
taxpayers’ All-American Canal debt. 

The foregoing is a brief history of the first attempt to unionize Imperial 
irrigation district employees by calling an “illegal” strike against the district 

The present circularizing of district employees by the Utility Workers Union 
of America, CIO, of Los Angeles, obviously has as its objection union control of 
your district. 

Such domination would take control of the district away from you taxpayers 
and citizens of the Imperial Valley. 

Complete control of our lifelines of power and water must remain in the 
hands of the people of Imperial Valley That is why the directors of your 
district feel that you should be kept informed at all times of attempts made 
to force you to surrender your rights to agencies seeking illegal jurisdietion 
over your publicly owned irrigation and water systems. 


Advertisement) 
rHE DISTRICT'S ANSWER 


1. The people of the Imperial Valley are the real employers against whom 
outside union organizers are directing their efforts The board of directors of 
Imperial irrigation district is only the duly elected group charged with the 
responsibility of carrying out the wishes of the electors. There is no sharply 
drawn line dividing employers and employees—the employees of today may well 
be the employers of tomorrow 

2. Your board has a duty not only to the employees of the district but also 
to the taxpaying public. The people themselves, through taxes, water bills and 
electric bills, provide the sole source of revenue for district operations Any 
increase in wages or other operating costs must mean increases in taxes, water 
bills, or electric bills. 

3. Imperial irrigation district is not “a mutually owned enterprise” in any 
sense of the word. It is a political subdivision of the State of California, like the 
county of Imperial and other agencies operating for governmental purposes and 
so designated by statute and court decision 

4. Imperial irrigation district as a State agency cannot 
contract or bargain with any union and is not subject to F¢ 
relation to the subject of labor. 

5. The foregoing constitute the reasons why your board of directors of the 
District cannot submit to union control of your District 


legally negotiate or 


deral labor laws ir 


Evan T. Hewes 

JOHN M. BRYANT, 
CHARLES H. Morrow, 
OLLIE STEWART, 
Mack TRENTHAM, 

Directors, Imperial Irrigation District. 


IMPERIAL IRRIGATION DISTRICT 
USE YOUR OWN POWER MAKE IT PAY FOR THE ALL AMERI( N CANAL 


The district management protested our election petition filed with the NLRB 
Claiming that the district was a political subdivision of the State of California 
and therefore was not subject to Federal labor laws in relation to the subject of 
labor. Recently the NLRB upheld the district’s contention and refused to order 
an election among the emplovees of this district 

As a result many of these employees get from 30 to 40 cents an hour below 
California Light & Power Co. wage rates for similar occupations. In fact, a great 
many of the employees receive just slightly higher pay than the legal minimum 
required by the United States. There are many Mexicans working for this 
district, since the customs allow Mexican nationals to go through the turnstile 
gates each morning and each night to work for the day in California and go home 


90489 1] 
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Perhaps this district also hires some of the wetback Mexican labor that 
has recently been publicized by a Presidential commission. 

It is needless to remind you that our union cannot condone this type of public 
power and irrigation district that refuses to recognize labor organizations and 
subjects its employees to the type of living standards that such low pay begets. 
Our Utility Workers Union will continue to fight such public districts that are a 
disgrace to the American way of Life. 

Another disgraceful labor situation exists among the employees of another 
mutually owned water and power association in and around Phoenix, Ariz., called 
the Salt River Valley Water Users Association. This association pays its laborers 
85 cents and 90 cents an hour, its skilled men about $1.10 an hour. This associa- 
tion operates a camp for its workers about 20 miles out of Phoenix, where they 
are housed in barracks at a charge of $11 each per month. It is a disgraceful and 
degrading situation. During December 1950 the CIO instituted suit against this 
association for violations of the Wage-Hour Act both as to the minimum and 
overtime provisions. Once again I remind you that this is a public district 
that has been established as a result of the power and water projects program 
of our country. 

I believe it might be well to relate at this point that the California State law 
prohibits the employees of public utilities to engage in collective bargaining. 

And now let me cite you one of our experiences with the Metropolitan utilities 
district, a municipal corporation of Omaha, Nebr. During July 1945 the Utility 
Workers Union succeeded in establishing our union among the employees of this 
district who were in the operating, construction, maintenance, office, clerical, 
and sales facilities of the gas, water and ice departments of the city of Omaha. 
At one time we had an actual membership of approximately 300 and a potential 
membership of approximately 700 in this municipal district. Today our local 
has disappeared and we have no members in that district. This came about 
because for 2 vears the city council and district manager fought our union and 
refused to sign a contract or give us any written commitments. In addition, 
grievances were not processed as a result of the antilabor opinions of the city 
officials: and, therefore, our union membership lost heart and became afraid 
to continue membership in our Omaha local. Finally the local was disbanded, 
and to my knowledge these municipal workers are not at present enjoying any of 
the benefits of union organization. This is only one of our bad experiences with 
a municipal district. 

And now let me relate an experience our union has had with a rural electric 
corporation named the Southwest Central Rural Electric Cooperative Corp. in 
and around India, Pa. Our union established a local union covering the em- 
ployees of this rural electric corporation some years back. The result: the presi- 
dent of our local union, a man by the name of Paul Brown, was fired by the 
corporation on a phony charge of rule infraction. We took the case to arbitration 
and won it, and this man was rehired with back pay, but he worked a short while 
and he was fired again. By this time the local membership became disgusted 
with the antilabor tactics of the corporation and because of fear the employees 
stopped paying dues. Brown secured a job somewhere else. His case, therefore, 
was never processed, and the local union disbanded. All of this happened because 
this REA did not want any union on its property and used all its power to 
discourage it even to the extent of firing the president of our local union. 

Another REA called the Top O’Michigan Rural Electric Co. which operates 
in and around Boyne City, Mich., shows another labor drawback to working for 
REA’s. Our union, although it holds a contract with this REA, has had nothing 
but trouble with the directors of this company. Several times it was necessary 
to appeal to Washington to get any type of results. Locally they have resisted 
our union at every step and have even tried despite our contract to encourage 
another organization to take over. The reason is very obvious. Employees’ rates 
of pay are much below the Consumers Power Co. pay rates. Our union holds a 
contract with the Consumer Power and we intend to strive to get the REA rates 
up to that company. At present this REA has rates that are as much as 50 
cents an hour lower than the private company rates in that area. 

[I am sure this committee will be interested in what happened to the employees 
of the Puget Sound Power & Light Co. when those employees in the Seattle area 
were taken over by the municipal Seattle City Light as a result of a purchase. 
The city of Seattle, after winning approval to make the purchase by a slim ma- 
jority, refused to give the union covering the former Puget employees a contract. 
A strike threatened but was averted when a compromise arrangement permitting 
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the union to negotiate wage and working conditions with the light superintendent 
was worked out. 

A total of about 425 employees were affected by the purchase. Of these, 25 
lost their jobs and were given job-separation allowances ranging from 4 months’ 
to one year’s salary. Another 100 employees, the majority of whom were office 
workers, received wage cuts up to $100 a month. Once again the absence of a 
contract will eventually result in the break-up of the union, which prior to the 
purchase by a city represented the employees of the private light and power 
company. And, of course, this public purchase has directly hurt 125 workers and 
indirectly hurt another 300 workers. 

Another phase of the St. Lawrence power project that seems to be a matter 
of debate is the claimed shortage of power that exists in the upper New York 
and New England area. Once again I must leave this in the main to the experts 
who have studied this question, but I cannot refrain from submitting a few 
opinions of our union on this question. 

In reading the testimony of Mr. Clarence W. Mavyott, I find that he has sub- 
mitted substantial material that shows no power shortage exists in New York 
or New England, even though in some places the reserves have been reduced 
to a low level. By the year 1953 he expects that generating capacity coming on 
the line will provide a very good reserve margin in the Northeast areas; and, 
even if the St. Lawrence seaway project was authorized, no power from it would 
be available until 1956. 

In addition, the load factor of a number of the companies supplying power is 
substantially below its maximum; and, therefore, if an all-out emergency de 
veloped, industry and Government could schedule necessary production on an 
around-the-clock basis, thereby miaking use to the utmost of power facilities now 
in operation. 

I am sure that the small amount of power that might be allotted to New 
England, if and when this project is built, will not be enough to clear up all the 
manufacturing problems of New England. Our union contends—and I am sure 
a study of the facts will reveal—that, even if some of the industries were given 
their power free of charge, they still would face terrific competition from that 
part of competing industry which has its plants in other parts of the country 
where labor and other costs are below similar costs of doing business in New 
England. Rest assured that a reduction in the power rates will not prove the 
cure-all for any of the industries in New England that are now in the throes 
of sickness. 

I have had my attention called to a statement made by the Federal Power 
Commission which said in substance that the amount of power New England 
could expect to receive from the St. Lawrence seaway project would be about 
5 percent of the region’s needs over the next 10 years. Proponents of this project 
do not deny that the navigation part of the project will divert traffic from Boston 
and other New England ports, but they have contended that the benefits derived 


from the power phase would more than offset the port benefits lost. Our union 


cannot reconcile themselves to this type of thinking based on the facts related 


to this committee. 

Our union continues to wonder why the Federal Government insists on a 
rrogram that, if continued to be pressed to its final conclusion, will result in the 
eventual nationalization of the light and power industry If the St. Lawrence 
seaway power project is constructed and put into operation under the control 
and direction of the Federal or New York State Government, then it will be 
another step toward the elmination of private ownership of power facilities. 
I assume that the Federal Government will insist on New York running its power 
program in accord with the present Federal program. Our union therefore looks 
with alarm upon this steady, relentless, and unfair competition with the private 
utilities which results in our employees being hurt. 

Our union contends that the Federal Government could go into the auto, steel 
clothing, and other businesses and thereby reduce the cost of these products to 
the consumers of our country. We also contend that if the Government took 
over the auto industry, the Government could see to it that far more money could 
be saved for the people who purchase automobiles each year than these same 
people would save if the Government was sending them their power bills 
Whether this saving would be made as a result of tax savings, I will not venture 
an opinion at this time. 

Recent congressional and other investigations have demonstrated to our Fed 
eral Government that corruption, inefficiency, and lack of service exist in many 
city and State law-enforcement agencies, water departments, educational institu 
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tions, and other branches of civic government. Likewise, there have been indi- 
cations of price fixing and other law violations in such industries as insurance, 
telephone and telegraph, meatpacking, chain stores, and other industries. Our 
union does not know of any program of Congress that contemplates the Federal 
Government taking over these State or city functions or these private industries. 
And by the same reasoning we wonder why the Federal Government permits the 
eontinued expansion of Government ownership of the industry in which our 
members work. 

Our union has stated time and time again that we hold no brief for any special 
consideration being given to the light and power companies of our Nation. 

They are powerful, influential, and have money to defend themselves from 
any unfair attack much better than the resources of our union will permit us to 
defend the interests of our members. 

However, we contend that if the light and power rates that are being charged 
to the consumers of the States of our Union are too high, based on a fair, regu- 
lated return on the investment of the private companies involved, then the fault 
lies with the respective State regulatory bodies which usually are called public 
service commissions Usually these commissions are appointed by the Governor 
of the State, and if these commissioners do their job properly then every rate 
that is in existence today in all the States should be the proper one. It is need- 
less to remind your honorable committee that I do not believe this to be a fact, 
but nevertheless, I am of the firm conviction that it should be made a fact. 

Our union urges this committee not to cure the disease of high, unjustified 
electric rates by killing the patient, the private light and power companies of 
this country. Even though a great number of them failed in the past to render 
adequate service and give fair rates to the consumers, the vast majority are 
doing their job today. Even though our union has suffered and is still suffering 
the antilabor tactics of some light and power companies, we accept the chal- 
lenge in the great American spirit. We will meet that challenge and eventually 
teach such light and power companies that the employees through their unity 
will get a square deal and a decent living from these companies. And we take 
off our hats to the light and power companies who are doing a grand job of 
producing the power that helps make our country great and at the same time 
deals fairly with our union. This fight in behalf of the welfare of our members 
who are employees of the light and power industry will go on, whether that 
tight leads us against the public power interests of the Government or whether 
it leads us against any reactionary interest of the companies in our industry. 
Our over-all concern in this great fight is twofold: one to preserve the free 
enterprise system in America in our industry and the other to bring to the 
members of our union the best working conditions and best wages in America 

Mr. Chairman and gentlemen of this committee, for all of these reasons the 
Utility Workers’ Union of America has authorized me to place this statement 
against the St. Lawrence seaway and power project in the record. I appre 


ciate sincerely the consideration and attention that has been given me. 


EXCERPT FROM PROCEEDINGS OF FourRTH ANNUAL CONSTITUTIONAL CONVENTION, 
Urititry WorKERS’ UNION oF AMERICA, CIO, NEw York Crry, Aprit 28, 29, 
AND 30, 1950 


REPORT OF SPECIAL COMMITTEE ON PUBLIC POWER APPOINTED BY NATIONAL PRESIDENT, 
JOSEPH A. FISHER, ANDREW J. M’MAHON, CHAIRMAN 


Our committee, after long and careful consideration on the question of public 
power, feel it necessary to declare the reasons which compelled it to make the 
recommendations contained in the report on this highly controversial subject. 

We believe that the policy of the Congress of Industrial Organizations in past 
conventions and statements of policies has advocated and expressed repeatedly 
its fundamental concern with orderly regional development of waterways and 
resource conservation. Such developments and conservation affect the industry 
that provides for the welfare of several hundred thousand workers in the light, 
heat, water, and steam industry, to which the Utility Workers’ Union of America 
has been granted jurisdiction by the Congress of Industrial Organizations. 

by virtue of this jurisdiction by the Congress of Industrial Organizations, 
the Utility Workers’ Union of America shall be ever mindful of that obligation. 
and the constant objective of our union shall be to correct and continue to 
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improve the wages, working conditions, and policies which affect the security of 
all employees of public-utility corporations throughout this Nation 

Your committee has analyzed and looks with alarm upon the efforts of those 
socialistic and even more collective-minded form-of-government advocates who 
would have us surrender our basic concept of the American way of life to the 
creeping paralysis of the all-powerful state. They would destroy the philosophy 
of our forefathers built upon the system of free enterprise, which has made our 
Standard of living the highest in the world and which has made us the leader 
among the nations of the world 

It is our theory that the Government is the servant of the people, not our mas 
ter. Therefore, basing our belief on this principle, we hold and advocate that 
the God-given resources of our Nation should be developed and used for the bene 
fit of all, and we further agree that the water resources properly belong to ail 
the people of this Nation and that water-development programs can be most 
successfully developed and accomplished by the Government in order to Over- 


come floods, aid navigation, prevent soil erosion, supply water for irrigation and 
other purposes outside the realin of private industry 

However, the development of these worth-while projects should not be the 
means of eliminating taxpaying utility companies who, under proper Government 
regulation, are furnishing adequate, efficient service to their consumers and 
dealing fairly with their employees 

Job security, promotional opportunities, and working conditions all too often 
become the tools and plums of politically minded individuals who would deny to 
the worker either his economic or legal appeal against the Government 

However, we further believe that privately owned public-utility corporations 
should cooperate with the Government in the utilization of the natural resources 
by offering to buy power from Government projects for transmission and distri 
bution to consumers in the area of the project so that the basic interests of all 
of the people of our Nation shall have been served and the purpose of Govern 
ment shall be to conserve and utilize our national resources without becoming 
engaged in competition with investor-owned utilities, except for national defense 
or where private industry fails or refuses to provide adequate generation of ele 
trical energy 

We believe in the United States of America We believe in its peopl We be 
lieve in the right and the ability of the American people, especially ose in 
organized labor, to ascertain and elect to public office on those people who com 
ply with and subscribe to the American way of life and our democrat form of 
rovernment 

We do not believe in nor do we subscribe to the the ry of some enders of CIO 
who advocate the policies of their own unions to the detriment of other national 


unions. For example, the argument has been set forth that if a power authority 
were created in one part of the country, it would help the economic position of he 
workers and enable the manufacturers who employ them to compete successfully 
with another part of the country where living standard ire below norma 
The truth of the matter is simply that even if electricity were furnished free, 
the manufacturers still could not compete with the Sout intil such time as the 
economic conditions of the workers of the South had been improved Therefore, 
the fallacy of this argument is apparent and the motives of those using this argu 
ment becomes crystal clear and quite obvious 

Moreover, it is the thought of this committee that nothing herein ntained 
should be construed as giving aid or comfort to the power interests or any of their 
associates as such However, the fact that the power interests might happen to 
be on the same side of this question may cuuse some to look askance on the 
recommendation of this committee. The committee took this into considera- 


tion, and, after carefully weighing this situation, came to the conclusion, despite 
the possible complication, that we had no other alternative but to take a coura- 
geous position which, though it may prove unpopular in some circles, is in the final 
analysis in the best interests of our country, our membership, and future gen 


erations 


In conclusion, this commitee unanimously recommends that the following state 
ment of policy with respect to public power be adopted by this conventio 

No. 1. Where power is generated in conjunction with worthwhile iter proj 
ects, the transmission, distribution, and sale of such energy should, under proper 
regulation, be allocated to the private utility companies. Where investor-owned 


companies fail to provide for the distribution and sale of eelctrical energy, then, 
and then only, should the Government undertake such duties 
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No. 2. Approximately one-fifth of the power generated in America today is dis- 
tributed and sold by Government agencies. We believe that further encroach- 
ment of Government into the utility industry should be discouraged except in 
cases of national emergency. 

No. 5. It is our firm belief that the best interests of all of the people of this 
Nation can best be served and secured through collective bargaining in investor- 
owned publie utility corporations. 

No. 4. We shall continue to advocate that the water resources of the Nation 
shall be developed. However, we shall object to any move that will result in 
these worthy projects being used as a means of destroying tax-paying utility 
companies who, under proper regulation, are furnishing adequate service. 

No. 5. We further recommend as a matter of policy that the national officers, the 
local union officers and members, use every means available to prevent further 
nationalization of the utility industry, and we further recommend, as a matter of 
policy, that we insist on fair and proper regulation of the utility industry and 
that every effort be made to compel utility managements to fulfill their obligations 
to their consumers and to their employees. 

Mr. Chairman, on behalf of the committee on public power, we unanimously 
recommend that this statement of policy be adopted by this convention. 

Mr. Larcape. Thank you very much, Mr. McMahon. I do not pre- 
sume you would mind submitting to questions. The gentleman from 
Michigan, Mr. Machrowicz. 

Mr. Macurowicz. In the first place, Mr. McMahon, you are now 
expressing merely the views of your local union ¢ 

Mr. McManon. That is right, sir. 

Mr. Macrrrowricz. You do not mean to have this committee under- 
stand that the views that you are expressing are the views of the CIO? 

Mr. McManon. Absolutely not, sir. 

Mr. Macurowicz. As a matter of fact, I think you will agree with 
me that the views of the CIO as a whole are generally opposed to 
those expressed by you today. 

Mr. McManon. As a matter of fact, at the last convention of the 
C1O the utility workers were specifically authorized to present their 
own views on the public power situation by the convention. 

Mr. Macurowicz. But I wanted to say and to make clear, and I 
think you want to make clear, that those views do not reflect the views 
of the CIO. 

Mr. McManion. Absolutely not. 

Mr. Macnrowricz. As a matter of fact, they are opposed to the views 
of the CIO? 

Mr. McManon. Absolutely. 

Mr. Macnrowicz. Now, I note in the proceedings of the fourth 
convention of your organization the report of the speci: al committee 

ap pointed by you, which contains the following langu: age 

Your committee has analyzed and looks with alarm upon the efforts of those 
socialistic and even more collective-minded form of Government advocates who 
would have us surrender our basic concept of the American way of life to the 
creeping paralysis of the all-powerful state. 

Mr. McManon. That is right. 

Mr. Macurowicz. By that I presume you are referring to the ever- 
increasing demand for public power / 

Mr. McManon. That is right, sir. I would like to make one cor- 
rection. The committee was not appointed by me. I was chairman 
of the committee. The committee was appointed by the national 


president, Joseph A. Fisher 
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Mr. Macnrowrcz. It says: 

Report of special committee on public power appointed by national president, 
Joseph A. Fisher, Andrew J. McMahon, chairman 

Mr. McManon. That is right. I was chairman of the committee. 

Mr. Macnrowicz. Now, I gather that you “view with alarm the 
socialistic and collective-minded officials’ who brought about the 
present public power program of the Government / 

Mr. McMaunon. Yes, we do. 

Mr. Macnrowrcz. Are you aware of the fact that prior to the in- 
troduction of this program some 30 years ago, actually in 1929, 29 
families out of 100 had electricity, and at present, largely through the 
development of this program, 84 families out of 100 have electricity 
in this country / 

Mr. McManown. I am not too well acquainted with the figures, but 
I do realize that there were many people throughout the country that 
were deprived of electricity. 

Mr. Macnrowicz. And through the rural electrification program 
they obtained electricity ¢ 

Mr. McManon. That is right, and we still subscribe to the philos- 
ophy that where private capital will not make available electricity to 
certain, particularly rural, areas, then the Government should under- 
take to supply that. 

Mr. Macurowicz. That part of the program you do not view as 
socialistic or codliesies-waniied ¢ 

Mr. McManown. No, sir, we do not. 

Mr. Macurowicz. You do draw the line where it affects your par- 
ticular industry ? 

Mr. McManon. That is right sir. 

Mr. Macurowicz. You do not look at the broader aspects of the 
general good of the public, but what is more important to you is the 
particular industry that you represent ? 

Mr. McManon. I do not represent an industry, sir. I represent 
the workers in a particular industry. 

Mr. Macurowicz. On page 3 of the report that I referred to, it reads 
as follows: 

We do not believe in nor do we subscribe to the theory of some leaders of CIO 
who advocate the policies of their own unions to the detriment of other national 
unions, 

Mr. McManown. Yes, sir 

Mr. Macurowicz. You prepared that statement ? 

Mr. McManon. Yes, sir. 

Mr. Macnrowicz. Well, is that not exactly what you are doing 
today / 

Mr. McManon. No, I do not think so. We are stressing here, as I 
said at the outset, the viewpoint of our local union in New York. If 
you W ill LO through that statement, there are some unions in the CIO, 
national unions, who advocate public power, which would in their 
judgment probably affect their own particular industry. On that 
basis we opposed that. 

Mr. Macnurowicz. Do you not believe that the general good that 
would come from a public-power program to the public outweighs 
probably the bad effects that it may cause to your particular union / 
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Mr. McManon. No, I do not believe so. 

Mr. Macurowicz. Is it not true that at the Grand Coulee Dam 
prevailing industry rates are being paid to your electrical workers ¢ 

Mr. McManon. That I am not too sure of, sir, because I do not be- 
lieve that the utility workers have a contract with the Authority in 
the Grand Coulee Dam. I do not believe so. I am not a national 
officer. I am a local union officer. But I do not believe we hold a 
contract with Coulee Dam. 

Mr. Macurowicz. But you do know that at practically all of the 
public projects prevailing wage rates are being paid. 

Mr. McManon. No, sir, I do not believe they are. I believe in the 
testimony of Mr. Packard, who is the national secretary-treasurer, 
which he gave to the committee in April of last year, he pointed out 
the restrictions embracing the following—which appears on page 6 
of his testimony; that there were certain provisions in there the TVA 
did not guarantee to the workers that private enterprise did. 

Mr. Macurowicz. Is it not the general policy where possible to pay 
prevailing wage rates? 

Mr. McManon. Not to the operators of the plants, no, sir. 

Mr. Macurowicz. That is all. 

Mr. Larcapre. The gentlenmn from Michigan, Mr. Dondero. 

Mr. Donpero. I want to apologize to the gentleman because I was 
not here to hear all of his statement. But I take it from the colloquy 
that has passed between you and my colleague from Michigan that 
you prefer to have this project turned over to private enterprise if 
private enterprise is willing and able to do it. 

Mr. McManon. Yes, SIT. That is. on this specific project- -the 
Niagara development. 

Mr. Donpero. Yes. In answer to my colleague's question about the 
number of people throughout the country being able to have electricity 
that did not have it in 1929 or 30 years ago, we might also say that we 
cidl hot have as many automobiles or telephones, radios, or television 
or for that matter every other thing that we have today. Everything 
has expanded since that time. So the same argument applies 
generally, 

Mr. McMatnion. I believe it would be, sir. 

Mr. Donpt RO, We are olad that the people are hay Ing the advantage 
of electricity everywhere. 

Mr. Macurowiez. Will the gentleman vield to me at that point? 

Mr. Donprro. Certainly. 

Mr. Macurowicz. Would you state that without the REA program 
84 families out of 100 would have electricity today / 

Mr. McManon. I do not know, sir; I would not say. I do feel very 
definitely that the development in areas that private enterprise will 
not enter—that then the Government should. I think it is feasible 
and desirable to give the benefits of electricity to all of the people, and 
if private enterprise will not do it, then I believe the Government 
should. That is our thinking in our particular unit. 

Mr. Larcape. The gentleman from Missouri, Mr. Magee. 

Mr. Macrr. Now, let us talk a little about the American way of 
life, creeping paralysis, socialism and SO On. How did your union 
stand on Taft-Hartley / 

Mr. McManon. We opposed Taft-Hartley, sir. 
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Mr. M AGERE, How did your vood friend the Mohaw k people stand 
on this. 

Mr. McMann. The Mohawk people ? 

Mr. Macer. Yes—on Taft-Hartley. 

Mr. McManon. I don’t understand the question, sir. What do you 
mean by the Mohawk people ? 

Mr. Macer. How did the Mohawk Valley Power Co. stand on the 
repeal of Taft-Hartley / 

Mr. McManon. I have no way of telling you how the Mohawk Val 
ley Electric Co, stood on it. sir. 

Mr. Macer. All right. How did the private power companies of 
the United States stand on it? 

Mr. McManon. I have no idea, sir. 

Mr. Macer. Did vou ever read the newspapers / 

Mr. McManon. Yes, sir. 

Mr. MAGEE. Did vou know that the private utilities all over the 
United States bought page after page of advertising trying to defeat 
the repeal of the Taft-Hartley ? 

Mr. McManown. I did not, sir. 

Mr. MaGer. And did you know that the public service commissions 
let them buy that advertising: then when they went to fix rates, 
they were allowed to deduct that political advertising against what 
you think are your interests from rate-making purposes / 

Mr. McManown. I do not, sir. 

Mr. Macer. You do not know that? 

Mr. McManown. I don’t know whether the pubhe service commis- 
sion allowed them fo do it. sir. ] believe that the publhie service 
commission in a particular State, which is a governmental body ap 
pointed by the governor—I think that that is their lob, sir, and not 
the job of the unions. Our job is to protect the economic welfare of 
our workers in a particular industry. 

Mr. Macer. We are talking facts and not theories. We are talk 
ing facts. 

Mr. Mi Manon. Well, that. sir, is beyond me. That I am ul ible 
to confirm or deny. 

Mr. Macer. I might Say that I have very little labor 1 my district 
Mr. Marcantonio introduced a bill last session, or an amendment, 
when this was being considered, for outright I’ peal of Taft-Hartley 
and restoration of the Wagener Act. I was one of 36 out of 435 
members that marched with Marcantonio. That is how friendly 
I think I am with your people with very little labor in my district. 
And Tam sorry that you have been taking up the cudgel of the private 
utilities. 

Mr. McManon. We are not, sir. 

Mr. Macrr. Mr. Dondero mentions the fact that 84 families out of 
100 would be served at yway without the public power program. I 
might say for his benefit that I applied for power on my farm and 
it took t years and 5 months afte! | paid my applicatiol fee before 


] got power. And ] had to be elected to (4 ongress, | muess, to get it 
then. 


At any rate, the private powel companies in north Missouri that 
served that area refused to let the electric cooperative servicing my 


section of Missouri hi ve the powe a They stubbor: ly refused to let 
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us have it until we started building a steam generating plant in my 
district on the Mississippi River. I was still too far removed prob- 
ably to have been served by that plant, so I led the fight to try to 
get another one built on the Missouri River, which was not in my 
district but would have come near serving me. 

That is when I got the power. That is the first time the private 
utility companies of that area even offered any kind of a contract, 
and when they offered it to the farm cooperatives it was an out- 
rageous, despicable contract. 

Those are the people you speak of as exemplifying the American 
way of life. 

Mr. McManon. No, sir. I am sorry you said that I am carrying 
the cudgel for the private enterprise of the utility companies. That 
isnot so, sir. Wedonot. Weare continually in disputes with utility 
managements throughout the United States in the interests of our 
workers. 

Mr. Macer. I might say this to you, Mr. McMahon. I have never 
felt the interests of the farmers and laboring men were antagonistic 
inany way. I have tried to support them both. 

A member of the Electrical Workers Union in Hannibal, Mo., 
alled me up. I paid my own expenses to go out to Missouri to try to 
resolve a dispute between them and the rural electric cooperatives 
of that section. Ispent 2daysthere. I then took the matter up with 
the State president and we finally worked out an agreement. I think 
you would be advised that in Missouri today the working conditions 
of the electrical workers, those hired to string the transmission lines 
and do the work of the local cooperatives, are very satisfactory. 

I agree with you very much that I would like to see this act amended 
as suggested by Senator Lehman. I think I can assure you that before 
I vote for the Roosevelt-Lehman bill I will want something written in 
which I think will be satisfactory to your people. 

If anyone has ever stuck his neck out for labor, any Member of the 
House, it was me. I have practically no labor in my district. Yet I 
was one of 37 that voted for outright repeal of Taft-Hartley. 

Mr. McManon. May I say I hope you remain in the Congress for 
many, many years if you are a friend of labor. 

Mr. Mager. That is all. 

Mr. Larcape. The gentleman from Oregon, Mr. Angell. 

Mr. Anceix. No questions. 

Mr. Larcape. The gentleman from California, Mr. Scudder 

Mr. Scupper. I am sorry that I did not hear the first part of your 
statement, and assure you the latter part of your statement coincides 
with my views. I firmly believe in private enterprise, and I think 
you, as a group, have a perfect right to deviate from the general atti- 
tude of the CIO and support a program which you believe is right. 

Mr. McManon. Thank you, sir. 

Mr. Scupprr. I do not believe you are to be condemned nor should 
any of your organizations be condemned for taking that position—of 
course, it might be presumed by some people a little selfish—for stand- 
ing up for America’s free-enterprise system in your advocating that 
this project be developed by private construction. My idea of gov- 
ernment is that no segment of our people should escape taxation, and 
the only reason that public power is cheaper or any other public service 
is cheaper is that some taxpayer is subsidizing the service and thereby 
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makes it cheaper. People who work for the Government do not work 
any cheaper nor are they more proficient. In fact, government is 
wasteful and not efficient. 

I think you are to be complimented upon coming here and at least 
standing up for that which affects you vitally in the protecting of our 
American way of life. 

Mr. Macurowicz. Will the gentleman yield? 

Mr. Scupper. Yes. 

Mr. Macnrowicz. I hope no inference is made here that I condemn 
the witness for being here. I feel he has the right to be here and 
express his views. The fact is, and I want to make it clear, that he is 
actually expressing a minority view of the CIO. I did not even char- 
* acterize his testimony as selfish, as the gentleman from California did. 
But I do want to make it clear that he is not representing the views 
of the CIO. 

Mr. McManon. Absolutely, sir. 

Mr. Macurowrcz. I do not condemn him for expressing the views. 
He certainly has that right. 

Mr. Donvero. Will the gentleman yield? 

Mr. Macnrowicz. Yes. 

Mr. Donpero. I want to compliment the gentleman. But if he did 
not have the right to come here and express his views and opinions for 
his organization, he would not be representing the American way of 
life. 

Mr. Scupper. Very, very correct. That is all. 

Mr. Macurowicz. I think we all agree on that. 

Mr. Larcapr. Thank you very much, Mr. McMahon. 

Mr. McManon. Thank you, sir. 

Mr. Larcape. The next witness is Mr. John E. Burton, « 
the Power Authority of the State of New York. Mr. ] 
have appeared before this committee many, many times before and 
we are always glad to have you. 

Mr. Burton. Mr. Larcade, I am becoming an old-timer before this 
committee. It is always a pleasure to be here, sir. 

Mr. Larcape. Thank you. You may proceed. 


Mirman of 
l 


} 
> 
suTtOn, you 


STATEMENT OF JOHN E. BURTON, CHAIRMAN OF THE POWER 
AUTHORITY OF THE STATE OF NEW YORK 


Mr. Burton. My name is John E. Burton, chairman of the Power 
Authority of the State of New York. In addition to that, I am vice 
president of Cornell University. 

This committee knows well the powers and duties and responsibili- 
ties of the power authority. But since I was here last time, our law 
has been amended and we are now empowered in the case of the Niagara 
to develop, construct, and operate the Niagara project in the same 
manner that we have always been empowered to construct, operate, 
and manage the St. Lawrence power project. 

The power authority returns to this committee for the third time 
in about a year to urge that easily available cheap power be released 
into the Northeast. The dog-in-the-manger attitude of the Federal 
administration has caused high rates and restricted use of electricity 
in our area. The Department of the Interior and the President are 
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responsible for excessive electric costs in New York today. They are 
aided and abetted by Senator Lehman and Mr. Roosevelt. The North- 
east must look to Congress to break this strangle-hold. 

The power authority supports the Ives-Cole bill before your com- 
mittee as H. R. 5099. We are opposed to the Lehman-Roosevelt bill 
embodied in H. R. 1642. We reoret this to be the situation but the 
Lehman Roosevelt bill violates every practical consideration of the 
power conditions of the Northeast and violates the basic law of their 
own State. 

A year ago I appeared before this committee and detailed the weak 
nesses in the Lehman Roosevelt bill. Your then chairman, Will 
Whittington, asked me to submit the suggestions in amendment form. 
I agreed to do so and stated that we wished to confer with the sponsors 
of the bill in drawing these amendments. Our appointment with 
Senator Lehman and Mr. Roosevelt was kept with their representa 
tives. Our amendments were left for their consideration and possible 
future conference. We received not so much as the courtesy of a 
rejection slip. 

Now, Senator Lehman, Mr. Roosevelt, and the Department of the 
Interior have hurled many allegations at the Ives-Cole bill. Not 
one of those allegations is founded on fact or reason. Senator Leh- 
man and Mr. Roosevelt are busy men and I would not expect them to 
be technically equipped to weigh the operations of the northeastern 
power system under their bill or the Ives-Cole plan. I would expect 
their advisers to do a better job for them. 

We do not deny the differences in the Roosevelt bill and the Cole 
bill—they are real and fundamental. It takes the Cole bill to gain 
the objective of the greatest rate reductions for the most rural and 
domestic consumers in the Northeast. The basic power law of New 
York State calls for that. That is what the people of New York State 
want. 

In the first place, the differences between the Roosevelt and Cole 
bill exist in the matter of construction. The Niagara redevelopment 
under the Lehman-Roosevelt plan would be constructed at Federal 
expense by the Arm\ engineers bound only to consult with New York 
relative to modifications in the present Federal Power Commission 
plans. If all Federal conditions in an agreement were met, then New 
York would pay the full cost of a project for which it had no direct 
say in design or construction. The Ives-Cole plan imposes upon New 
York all costs of design and construction including remedial works 
and insures to the Army engineers a full partnership in planning and 
construction, 

In the second place, the Lehman-Roosevelt bill requires that in the 
disposition ot project power preference be Miven to public aven 1es 
and cooperatives. That provision will discourage integration of the 
separate power system of the Northeast and it will restrict the avail- 
ability of cheap hydro power to domestic and rural consumers not 
servecl publicly or cooperatively. We support warmly our farm co- 
ops and we will insist that they and municipal systems receive an 
equitable share of cheap power. The State Power Act requires that 
public agencies shall “secure a reasonable share of the power” and we 
shall insist that the cooperatives be treated just the same. 

But we cannot subscribe to a complete preference that would short- 
change and discriminate against our other domestic and rural con- 
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sumers. The opponents of the Ives-Cole plan place great emphasis on 
this discrimination as a “safeguard”—safeguard for whom? For the 
relatively few served public ly or cooperatively as against the millions 
served privately. 

What is public interest? Is public interest to serve the most people 
or to serve a very privileged and very few consumers ? 

The bill sponsored by Senator Ives and Congressman Cole requires 
equitable distribution of the cheap hydroelectric energy to all domestic 
and rural consumers to whom the power can economically be made 
available whether they are served privately, publicly, or cooperatively. 
The Ives-Cole plan calls for more than spreading the cheapness of 
water power equitably; it also calls for an added, significant econ- 
omy inherent in a strong integration of public and private utility 
systems. The Lehman-Roosevelt plan jeopardizes both equity and 
the economies of integration. It would prevent any effects of Niagara 
or St. Lawrence power reaching New York City. 

The whole tendency of special preference works in the direction 
of creating municipal systems. ‘Those municipal systems would be 
created in the proximity and close to the project. They are going to 
siphon off the full economy a hydro energy and keep it from reaching 
the furthest in the State New York, New England, Ohio, and 
Pennsylvania. You paces separate preference in the matter of 
transmission. In transmission, under the Roosevelt bill, you are re- 
quired to transmit from the site to the preferred customer whether or 
not a line already exists. Jamestown, which is our largest municipal 
plant, 1s presently poner ge served bY tie-in lines and anv amount 
of gee r that they should get, either by preference or a fair alloca 
tion, can be carried there on existing lines. 

The Roosevelt bill says that the transmission lines necessary for 
delivery of project power “shall be constructed, or acquired by pur- 
chase or other agreement” as one of the conditions of the Federal- 


State agreement. This means that the power authority would be 
required to go into the transmission business even where it would mean 
duplicating existing systems. If the authority must possess its own 


transmission system, this is an impractical requirement; it does not 
fit the circumstances of integration or a power pool; it would hamper 
the integration of utility systems in the Northeast. 

Niagara power and St. Lawrence power ra never serve the people 
fully and adequately if we do not get with it integration and a full 
coope rative partne rship of the existing systems, 

House Resolution 5099 sets up a clean-cut proposition of trans- 
mission by contract “to assure the resale of * * power to 
domestic and rural consumers at the lowest possible price.” The au- 
thority will establish the resale price of delivered electricity through 
contractual agreements. The FPC license can incorporate the re- 
quirements of this proposed legislation and any violations thereof 
can warrant license cancellation. 

Violation of any feature in the Cole bill can constitute basis for 
revocation of the license. The Cole bill specifically says that the 
license shall be consistent with the United States law, and this would 
then be a United States law. 

Any violation of the contracts between the power authority and 
power purchasers constitutes a basis for cancellation of the contract. 
Those are all safeguards. Senator Lehman and Mr. Roosevelt have 
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denied that those safeguards exist. They are there in black and 
white in the Cole bill. 

The authority is authorized to build, own, and use its own trans- 
mission lines if the existing utility systems will not or cannot cooperate 
in the program. That time will not come. It would be extremely 
foolish for them not to cooperate. 

On March 7 of this year Senator Lehman subscribed to this trans- 
mission safeguard, now in the Cole bill, before this very committee. 
His bill does not represent his own expressed position. It takes the 
Ives-Cole bill to do that. Not so with Mr. Roosevelt. He admitted 
before the committee that their bill calls for public transmission 
because he says a public agency “can operate them more cheaply 
because of the lower interest rate it can command.’ 

The fourth difference between the two bills is that the Lehman- 
Roosevelt bill simply alludes to the possibility of an interstate com- 
pact for a northeast power pool, while the Ives-Cole bill encourages 
and stimulates such a development and marks a place therein for 
Federal participation and representation. 

Senator Lehman, on August 21, before the Senate committee, and 
Mr. Buchanan this morning, claimed that the Ives-Cole bill did “not 
wrovide for the outright allocation of power * * * to other 
States” but provided only “for an exchange of power.” That is just 
not true. The Ives-Cole bill specifically calls for“‘agreements * * * 
for the equitable apportionment among * * * States of hydro- 
electric power developed by the Authority,” and, when, as and if any 
other State in the compact developed similar power, it would also 
be equitably apportioned. There is nothing fairer than that. 

Finally, the Power Authority believes that the Lehman-Roosevelt 

plan for ultimate operation of the Niagara project by New York 
would not be carried out. New York would take over the Niagara 
power facilities when, as, and if “an agreement between the United 
States and the State of New York shall have been negotiated.” Such 
an agreement shall include highly dubious requirements already ex- 
yressed in the bill “among other things.” What “other things” the 
Pecidont’s negotiators may ask for we are not told. If such an agree- 
ment is not negotiated, the “project power shall be delivered and 
disposed of” by the Department of Interior. This is an open invita- 
tion to the sabotage of the bill’s expressed intent. 

Mr. Cole, before this committee, mentioned that in 1936 Mr. Stanley 
Reed in representing the Government in the case of Ashwander v. 
Tennessee Valley Authority (297 U. S. 340) admitted to the court 
that: 


If we determine that this act, while stating that it is for navigation, national 
defense or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid. 


Knock New York State out of the Lehman-Roosevelt bill and what 
have you got? You have Federal construction, Federal operation 
and Federal marketing of an “invalid” project. New York State 
cannot accept congressionally-enforced public transmission of Niagara 
power under our own law nor can we accept the Department of In- 
terior’s discriminatory preference in the place of our own equitable 


treatment of all rural and domestic consumers. 
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With New York State blocked out of the plan, the Lehman-Roose- 
velt bill stands unmasked as a straight Federal power project without 
even a pretence of constitutionality. The most ambitious of Federal 
power empire-builders would not have the brass to put such a proposi- 
tion before the Congress. 

Thank you, Mr. Chairman. 

Mr. Larcape. Well, Mr. Burton, if the committee will permit me 
to make an observation, you make some very serious charges against 
the President of the United States and our colleagues, Senator Leh- 
man, Mr. Roosevelt, and the Department of the Interior. 

Of course, I respect your opinion, as I do everyone e ‘Ise’s opinion. 
And I think it is a well-known fact that I do not agree with the Presi- 
dent in many instances, and certainly not with the Department of 
Interior in their attempt to deprive the State of Louisiana of their 
tidelands. 

But in all fairness, I want to say that I think the ends sought to be 
achieved by the President and Mr. Roosevelt and Senator Lehman 
and the Department of Interior are completely in contravention with 
the charges that you made in the first paragraph of your statement. 

I challenge your statement as it is my opinion that these men are 
seeking to obtain more and cheaper power for the people of the United 
States. 

Mr. Burton. Mr. Chairman, that has been sought in New York 
for 20 years. This Authority has fought for the St. Lawrence legisla- 
tion for 20 years. It has been specifically Mr. Truman’s position that 
he will not permit power to go ahead without the seaway. 

Mr. Larcapre. Of course, we disagree on the St. Lawrence also, be 
cause I recall that you testified in opposition to the St. Lawrence 
seaway. 

Mr. Burton. Oh, no, sir: I am completely behind the seaway and 
100 percent for the seaway, and I always will be. The future of this 
country, I think, depends upon it. But, sir, if we cannot get the 
seaway, for heaven’s sake let’s get ahead with the power, which we 
could have done 20 years ago. The day you get power and get a level 
pool at those International Rapids, soon thereafter the seaway must 
come. 

No one stopped the Panama Canal and no one can stop the seaway 
eventually. 

Mr. Larcape. Of course, my answer to that would be that the two 
projects are essential and should be constructed simultaneously as the 
revenue from the power portion of the project would contribute sub- 
stantially for the payment of the construction of the entire project. 
There is some question in my mind whether the separation of the two 
projects would be proper. 

Mr. Scupper. Mr. Chairman, we held hearings on the seaway for 3 
months. There is no use going over that again. : 

Mr. Larcape. I might say to my distinguished colleague from Cali- 
fornia that I do not think the seaway is dead yet. 

Are there any questions from the gentleman from Missouri ? 

Mr. Mager. I have only been a member of this committee a few weeks. 
What was your position with reference to the power produced if the 
St. Lawrence seaway project were developed ¢ 

Mr. Burton. I appeared before this committee in February of this 
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year and offered what we call the New York plan. That is now the 
Ives-Cole plan. It is the position of the Authority that St. Lawrence 
or Niagara must be publicy developed, publicly owned, publicly oper- 
ated. But we cannot get the full benefit of that cheap hydro unless 
we use private transmission and distribution systems in an integrated 
plan. The integration brings to the Northeast a great saving in and of 
itself. If those systems can be more tightly tied together, they can cut 
down on the reserves that they have to carry. Cutting down on that 
reserve adds an economy to the operation of the steam plants that we 
have there. We want to join the two. We want cheap hydro and the 
economies of integration to be married, and it calls for this Ives-Cole 
approach to get it. 

Otherwise, you are going to have lines running out to preferred 
customers and you are not going to then encourage tying Niagara 
Mohawk to Central Hudson, New York State Gas & Electric, Con- 
solidated Edison, out to Erie and, for that matter, even to Cleveland. 
Integration is absolutely required to get the full benefit of it. 

Mr. Macee. In other words, your position would be the same on 
the St. Lawrence seaway. 

Mr. Burron. Yes, sir; it is the same. 

Mr. Larcapr. The gentleman from Michigan. 

Mr. Donnpero. Mr. Burton, it is always a pleasure to have you come 
before this committee because you are rather definite and explicit on 
what vou have to say, and in words that we ean understand. 

Mr. Burton. I try to be, sir. 

Mr. Donpero. As I understand, your position officially is, as a 
witness, that as between the Federal Government and the State of 
New York you prefer to have the State of New York. through its 
authority, develop this power. 

Mr. Burton. By all means. 

Mr. Donpero. The only difference between you and me is that as 
between the State of New York and private enterprise I would rather 
have private enterprise do it. 

Mr. Burton. My law does not permit me to take that position and 
I would not be chairman of the power authority if I did not believe 
in my law. 

Mr. Donprro. That is correct—and I appreciate your official po- 
sition. You made one statement that rather challenged my attention 
and interest, and that is this; that even with the production of 
power at Niagara, by the Federal Government or the State of New 
York through its authority, the people would not have the benefit of 
the low rate unless it integrated that power with the presently existing 
private power lines. 

Mr. Burron. Well, I do Say I do not think they can get the full 
benefit without integration. They will get a restricted and hit-and- 
miss benefit among preferred customers under the Roosevelt bill, but 
they will not get two economies; they will not get the economy of 
cheap hydro plus the economy of integration. 

Mr. Donvero. In other words, you would have to build your own 
transmission lines if you could not enter into an agreement with 
private enterprise existing in the State of New York for the use of 
their lines to transmit the power that would be developed by this 
project. 








> = -P 


J 


— 





NIAGARA POWER DEVELOPMENT ity 


" ’ } 1} 


Mr. Burron. That is right, sir, and that is what the Roosevelt bill 
calls for. 
Mr. Donpero. Is there anvthing before vour authority which would 
. : ; 


tO} 11 y 


permit the expansion of private enterprise by the way of deve 
power 1) the Niagara ¢ Do vou have anything to sav about that é 


| 


Mr. Burron. No, sir; we do not. That is our water power and 
control board. Itisa sepal ite agel Cy compl tely. 

Mr. Doxppro, Then the authority which you represent is confined 
strictly to the developme! t of power at Niagat . and the St. Lawre 
River. 

Mr. Burron. Yes, sir. 
| 


Mr. JON DERO. ‘| hose are the two things. 
> 


Mr. Burron. Yes. sir, and the regulation of the rates of the sa 
of that power through contractual agreement But it is just those 


two protects. 

Mr. Donprero. But you do not fix the rates in the State of Nev 
York. 

Mr. Burton. No, sir: that is done by the Public Service Cor 
sion. 

Mr. Doxprro. But if this project is developed and the St. Lawrence 
SenWwWay. VOU! QuULHOrItY would control the rates Tor whi that powel 
would be sold. 

Mr. Burron. That ts right, sir. 

Mr. Donpero. Would your rates, from what you can see now, be 
different from the rate fixed for the Niagara Mohawk Co. and wm 
othe companies how operating ¢ 
Mr. Burron. As they exist today, ves, sir. 

Mr. Donpero. It would be lower? — 

Mr. Burron. It would be lower. 

Mr. DonpEero. Why ? 

Mr. Burron. Because we will water down the existine rates by t 


hvaro. it isnot there now. There ire I4 bill Ol le 


cheap) t ss of 


hours ( f the two projects that will 


vo in at a ost yust equal to tT 

present cost of coal alone. ‘J hat will ther put nto the pool ol 
pri ite CON] antes 14 bill On K lowatt hours ot elect) tv at 1} 
cheaper rate than they can produce it by steaunh. Phiat \ ll br or rate 
down. In addition, if those 14 billion kilowatt-hours can bring 
bell a full ntegration, there \ 1] be a turther Deo ble rate reductio 
wh 1 we would ask for in our contract. 

Mr. Donprro. Would that lower rate still be possibl f wm 
enterprise developed this powel . 


Mr. Burron. If they ntegrated a i they did not ] faxes, they 
should wcomplish the same end. 
Mr. Donpero, That was your position a year ago. 
Mr. Burron. Yes, sir. 
Mr. Donpero. You were very frank about it in saving that if vo 
rel eved pl ite enrerprise from faxes, they ould prod e the po 
just as cheap is the Federal Government or the State of New York 
Mr. Burron. That is right, sir. 

Mr. Donprro. Well, suppose that we expanded that theory a 
made it apply to all the other ndustries in the co try. Where wot 


we come out asa free republic ? 


Mr. Burron. I would not do it, sir, on anything except those two 
projects, or similar projects, which are almost God-given. My law 


I 11 
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Says that those projec ts, or the project potenti: al, belong to the people 
of the State of New Y wk reer are not eligible for private profit. But 
I stop there. 

Mr. Donvrro. To the extent that public power is established private 
enterprise is either denied or dies. 

Mr. Burton. To the extent that public power would put them out 
of business, certainly, sir. But in New York. by 1960, 9 years from 
now, we will need 3 million more kilowatt ¢ apacity. 

Mr. Donvero. I do not think there is any question about the 
demand or need for the power. I think it is desirable that it should 
be developed. 

Mr. Br RTON, These two projects will only produce v million ca- 
pacity. So that private enterprise still has to build 1 million in 
steam plants. 

Mr. Donpero. I want to say to you that these questions are of a 
friendly nature, because I know the candor and frankness with which 
you testify. If the power at Niagara is a God-given resource, are 
not the mines, the forests, and the rivers of the country also God-given 
resources? Would you turn those over to Federal control or owner- 
ship ¢ 

Mr. Burron. I would not turn them over to State control either. 
I do not believe in that. 

Mr. Donpero. And the reason you do not believe in it, of course, 
is that it is contrary to the very fundamental concept on which this 
Government was founded. 

Mr. Burton. I agree with you. 

Mr. Donprro. Do you think that the people of the State of New 
York could be served just as well if this was turned over to private 
enterprise, if private enterprise was willing and able to do the job? 

Mr. Burron. I think, Mr. Dondero, that our public service law 
would have to be changed in some manner so that their regulation, 
what they regulate and on what basis they do their regulating would 
be changed to permit the bringing about by the public service com- 
mission of integration. I do not think they are empowered now to 
deal in factors that would bring that into being. 

Mr. Donpero. Would having the Federal Government develop this 
power in any way diminish the amount of service now being rendered 
by private enterprise in the State of New York by lowering it from 
90 percent, as we were told yesterday. Would that percentage be 
decreased? Would private enterprise lose some of its b isiness? We 
were told yesterday that the Niagara Power Co. and four affiliates 
serve about 90 percent of the people of New York State. Is that 
correct ? 

Mr. Burton. Yes; I think that is true. 

Mr. Donpero. Would that be diminished or increased if this develop- 
ment is done by the Government ? 

Mr. Burron. Under the Interior scheme? 

Mr. Donvero. Yes. 

Mr. Burton. Under the scheme advocated by the Department of 
[Interior it would be diminished. 

Mr. Donpero. In other words, some of the business would be taken 
away from these companies. 

Mr. Burron. I am convinced of that. It would bring about mu 
nicipal ownership. I do not want to solve the problem of municipal 
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owne rship with Ni lagara or St. Lawrence. Let that be solved on its 
own feet. Do not use Niagara or St. Lawrence as a whip over cities 
to put in municipal plants. Let them make their own decisions. But 
if you do, you are going to create more and more municipal operation 
in the State of New York. 

Mr. Donprero. And that has been the experience where Government 
power has been established in other areas of the country, is that not 
true ¢ 

Mr. Burron. That is what I have observed. 

Mr. Donprro. In fact, private enterprise is completely out of the 
Tennessee Valley Authority area, My recollection is that some 32 
companies went out of business entirely in that area. 

Mr. Mager. Will the gentleman yield ¢ 

Mr. Donprro. Certainly. 

Mr. Mager. They sold out. They bought them out. 

Mr. Donprro. They sold out with a big stick over their heads. 
And the same thing is true in the Northwest. I think one power 
company sold out and another one is on the verge of selling out at this 
hour. So that it does have an effect on not only diminishing but 
practically destroying private enterprise and private investment. Do 
you not think it would do the same thing to a limited degree under 
the Interior Department’ s proposal before this committee ¢ 

Mr. Burton. That is one reason we object, str; that it would crip- 
ple a system that we have got to maintain strong because hydro won't 
do our whole job. Private enterprise must do an increasingly good 
job in New York. In New York and the Northeast, Ohio and 
Pennsylvania—we are not like the far stretches of the West or the 
Southwest. Our problems are totally different. We have a trans- 
mission S\ stem today. We reach practically all of our people. And 
how are you going to reach them any better by building another 
line down to Jamestown, for example? It just does not fit, Mr. 
Dondero. in the Northeast. 

Mr. Donpero. It would not fit your area. 

Mr. Burron. It will not. 

Mr. Donpero. And when all the power developed at Niagara is 
used, private enterprise and private investment w il] have to continue 
to expand in order to take care of the increased needs of the people. 

Mr. Burron. It will, sir. 

Mr. Donpero. Because there would be no more water power, at 
least from Niagara, if it is all used in this development. 

Mr. Burron. That is right, sir. 

Mr. Donprero. So that when that is gone, private enterprise will 
still be on hand to serve the people rather than the Government. 
Now, much has been said here, by some witnesses, that it would create 
a monopoly to turn this power over to private enterprise. Have you 
looked up the definition of the word * ‘monopoly” ¢ 

Mr. Macer. Will the gentleman yield ¢ 

Mr. Donpero. Certainly. 

Mr. Macer. Does anyone dispute whether it is monopoly whether 
it is Government or whether it is private‘ I think you said a day 
or two ago that I said something about it. I think you can examine 
my evidence and I never used the word “monopoly” any time in any 
question. 

Mr. Donpvero. I was not referring to you. 
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Mr. Mager. Well, you said I used “monopoly” the other day. 

Mr. Donp! RO, My reference was to some of the witnesses here 
yesterday and the day before. | have before me a short definition 
of the word “monopoly.” If you will look it up in the American 
College dictionary, this is what the definition is. I want it to go 
into the reeord: 

Monopoly: An exclusive control of a commodity or se ce il particular 
market or a control that makes possible the manipulation of prices 

Now, where would private entel prise have a manipulation of prices 
for the power venerated at Niagara when a pul lhe body must fix the 
price, and not the industry ? 

Mr. Burron. Mr. Dondero, they would not have a monopoly unde 
the Miller bill or the Cole bill. 

Mr. Donpero. Of course not. If they could fix the price, that 
would be a different matter. But they do not fix the price, so that 
it would, not be a monopoly even if turned over to private enterprise. 

Mr. Burron. No, sir. 

Mr. Donprero. There 
committee between the Department of Interior proposal] and what the 
power authority ot the state of New York thinks about this 
development. 

Mr. Burron. Yes, sir. 

Mr. Donpero. As evidenced by your statement. 

Mr. Burron. Yes, sir. 

Mr. Donpero. You think it should v0 tO the power al thority of the 
State of New York rather than the Federal Government. 

Mr. Burron. I think it should, sir, by all means. 

Mr. Donpero. That is all. 

Mir. Larcapre. The gentleman from California, M 

Mr. Scupper. There is just one point I would lik 


is al sharp clifference of Opin on before th = 


Fs i uiddet 


cf 
appreciate your testimony. | am not an advocate of p iblhic oOownel 
ship. But if it must he done hy | public avency, ll sho ila] hy Smal 
to the one vou suggest 


Now, as IT look over your proposal, vou would be displacing power 
ot some of the pi vate companies and the | eV, il turn. would qiis 
place other users 
~ Mr. Burron. Yes, sir—the idea of putting it into a pool 

Mr. Scupper. The power would be transmitted over an area and 
replaced. Now, gotne further along that line. if that benefit were 
prea =e on to othe powel companies, a portion of thy power developed 
by the New York author it , they, in turn, would be requ red to reduce 


their rates because, as | understand the formula for making up rates 


by thre ntilit eS COMMISSIONS they can only n ike a fan return ol then 
nvestment, ‘| her fore, f the power author ty makes the Investment, 
all that the utility company would be doing W is servihge the power to 
the consumer. 

Mr. Burron. That is right, 

Mir. SCUDDER. Therefore, requiring them to redu ( elir rate and 


all the people of the integrated system would be benefited ] ithe thay 
the small unit t it might be taking power d rectly from the authority. 
Mr. Burton. That is exactly our point. 


Mir. Scupper. I thought I followed your prog 


ram Al dl tf seems to 
me an equi ible Vi \\ ot cistributine benefit to all the people rather 
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Thanh a 1] eoment that n t bye cluded nv mb Le ownership or 
public distribution, That is a 
Mr. Larcape. Thank you, Mr. Scudder. We are very glad to have 
had you appear, Mr. Burton. 


Since two of e members sitting ‘ incher eneaceme} 


STATEMENT OF ROBERT W. MacGREGOR, BUSINESS MANAGER, 
LOCAL 1049, IBEW, MINEOLA, N. Y.—Resumed 


Mir. Larcapr. The gentleman from Missouri, Mr. Magee, desired 


to errogate vou tTurther and we rnow recog e the gent i 
from M SSOuUT Nin Mavee. 

Ir. Magri \[v questions probably wil ot be so ext Vi 
Mr. McMahon testified and I think I brought out fro th o 


lwo d probably have asked Mr. MacGregor. 
How many members does vour union have, Mr. MacGrege 
Mr. MacGregor. Mv local union or the Int tio 
Mr. Mager. The local unio 
Mir. MacGrecor. Twenty-six hundred. 
Mir. Macer. Where are the headquarters of 
Mir. M irecor. In Mineola. Longe Isla 


Mr. Macre. You heard the testimony of Mr. McMahe 
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pleased with the developments in some of the REA’s and in some of 
these other public power projects. We believe that each one should 
stand on its own feet and the merits of the case should be argued on 
that particular case and not necessarily what may have happened 
somewhere else. 

Mr. Mager. You do understand that there are areas that would 
never be served by the private utilities? 

Mr. MacGregor. Do you mean now or in the past ? 

Mr. Macer. Now. 

Mr. MacGrecor. There may be. I know in the past there were. 

Mr. Macer. I think Mr. McMahon was right this morning when 
he mentioned the situation that occurred up there, sworn testimony. 
Perhaps it was Mr. Burton. I believe he testified that the situation 
would be different up there in a thickly populated area than it might 
be in the Middle West where I live or in the far West. 

Mr. MacGrecor. That is right. 

Mr. Macer. You have had some trouble with the wage scales paid 
by the electric cooperatives, have you, in your section of New York 
State ¢ 

Mr. M ACGREGOR. No. I Say “No” because we do not have any REA’s 
in my particular section of the State. 

Mr. Macer. I never thought to ask Mr. McMahon, where was his 
union located ? 

Mr. MacGrecor. In New York City. 

Mr. Macer. I think there is nothing more that I desire to bring 
out. 

Mr. MacGrecor. If I may say so, there were certain questions that 
you did ask Mr. McMahon to which I may have answers which differ 
from his. 

Mr. Mager. I would be pleased to have in the record your posit ion. 

Mr. MacGregor. Perhaps I do not recall them all offhand. At 
the moment I cannot just recall the questions you did ask because I was 
confusing you with the other Congressman. 

Mr. Larcape. Let me suggest we furnish Mr. MacGregor with a 
copy of the test imony of Mr. MeMahon and if he decides to file a fur 
ther statement for the record, without objection he may be permitted 
to do so. 

Mr. MacGrecor. All right. I would like to do that. 

Mr. Larcapr. That will be fine. Thank you very much. 

(Further statement of Mr. MacGregor, if received, will appear in 
the record at this point, ) 

Mr. McGrecor. Is there any difference in the rates paid to the 
structural employees of the REA group and those that might be con- 
structed by private capital in your area? Do you have that knowl- 
edge of whether there is a difference in the wage rate ? 

Mr. MacGrecor. I do not have that information at hand. The 
situation in New York State with regard to REA’s, cooperatives, and 
so on, is not as acute as it is in other parts of the country and for that 
reason as much as for some of the other reasons are we opposed to 
Federal control or ownership of any utilities in New York State 
because we do not think that it is necessary at the moment. 

Mr. Donprro. I think the testimony showed that out of 4.400.000 
customers using electric power in the State of New York, only 4,400 
are REA’s. It is a very small percentage. 
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Mr. McGrecor. That is all. 

Mr. Larcape. Thank you very much, Mr. MacGregor for coming 
down again. 

The next witness is Mr. John L. Snyder of New York State. Do 
you have a written prepared statement for the record, Mr. Snyder? 

Mr. Snyper. No, I have not at this time. 

Mr. Larcapr. Do you not have any written statement / 

Mr. Snyper. No, not in the form that you would want it. I have 
papers here, but they consist of notes. 

Mr. Larcape. You may, of course, refer to any papers that you have. 
However, I would like to say that our time is limited and the Corps 
of Engineers are coming for an executive session in just a few minutes. 
We will try to give you all the time we can, but we have other projects 
following this and we want to try to conclude these hearings this 
evening so the committee will not have to meet tomorrow morning, 
and we would like for you to be brief, if it is possible. 

You may proceed, sir. 


STATEMENT OF JOHN L. SNYDER, REPRESENTING INDIANS OF 
NEW YORK STATE 


Mr. Snyper. Thank you. 

I am glad to be permitted a little time. It is always that way down 
here, or most always. 

My name is John L. Snyder. I was the party who presented a 
petition to the Federal Power Commission at one time, which petition 
was dismissed on November 17, 1947, involving the right of the 
Niagara Falls Power Co. to divert waters from the Niagara River, 
and involving also the mile strip along the river between Lake On- 
tario and Buffalo Creek. 

Mr. Larcape. Pardon me, Mr. Snyder. Would you like to be 
seated ¢ 

Mr. Snyper. Thank you. 

One thing in particular I want to say to this committee is that there 
is a provision in one of our treaties of which my tribe is a constituent 
member. That is article V of the treaty of 1794, wherein it defined 
the right of the United States to pass boats on the adjoining and with 
in waters of the Six Nations’ territory. The language of the para 
graph, the latter part of it, is as follows: 


And the Six Nations and each of them will forever allow to the people of the 
United States a free passage through their lands and the free use of the harbors 
and rivers adjoining and within their respective tracts of land for the passing 
and securing of vessels and bouts, and liberty to land their cargoes where neces 
sary Tor their satety 

; = - ‘ : 
Now, the word “allow” is only a permission. So far as the super- 
Visory authority of the Federal Power Commission - concerned, | 


question it very much in view of this provision. 

The United States Supreme Court, in construing the Indian trea 
ties, they held that a treaty made with Indians has the same effect as 
those made with foreign nations. 

Assuming that to be the fact, then its value is equal to foreign trea 
ties, and consequently it has a priority right over treaties made subse 
quently, such as the water diversion treaties. 
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I think that it is supplemented by the Hartford agree ent. Now, 
that treaty of 1794 is 7 Stat. 44, for the record. 

Now, the Hartford agreement was made between New York and 
Massachusetts, two sovereign original States. Thereunder, they 
divided the territory of western New York. the preemptlo rivht to 
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Mr. Snyper. That is 7 Stat. 15, 33 and 44 respectively. 

Mr. Donperro. I have just one more quest on, Mr. Snyder, that comes 
to iny mind: How many people are there in the tribe of Indians you 
represe! t ¢ 

Mr. Sx eR. There are about 2.500 lt wast lareest tribe of the 
lroquo Confedersa v. We are constituent nat ! of the Six Nations 


( ontedera \ 


Nii DONDERO. | this property oc upied at the present time by 
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Mr. Larcape. In an effort to save time so we can get along with 
our work, I might say to the committee that while I am not a lawyer, 
it seems to me you may be before the wrong committee. It may 
be proper for you to appear before this committee and file such ob- 
jections as you care to to the bills under consideration, but it seems 
to me the proper agency that you should go to would be the committee 
that has jurisdiction over the subject which you discuss. 

Perhaps if you would appear before the Insular Affairs Committee 
of the House and discuss your problem, I think perhaps that would 
be the proper place to do so. 

Mr. Donpero. There is just one question that arises there. 

Is the purpose of your petition to the Indian Claims Commission 
one for damages, for money, or for payment of the land? 

Mr. Snyper. For payment for the land occupied by the white 
people now. 

Mr. Donvero, I think, Mr. Snyder, that the chairman is correct; 
that this may not be the right tribunal. We have nothing to do with 
monetary matters, as far as claims are concerned. Your petition 
is in the nature of a claim for money. 

Mr. Snyper. That is on the river we retained the right. I was 
just going to read from the treaty of 1794 wherein it says: 

sut it shall remain theirs until they choose to sell the same to the people of 
the United States, who have the right to purchase. 

Mr. McGrecor. Mr. Snyder, am I correct in this assertion? You 
are appearing before this committee because we have legislation be- 
fore us for consideration that affects property which you claim 
belongs to you? 

Mr. Snyper. Exactly. Of course, the gentleman’s question there 
involves the right of my appearance here, perhaps, but at the same 
time this is the place where they are using the water for power — 
poses. It is our water. Of course, something should be done about 
it by this committee. This committee is a committee of Congress 
who is the guardian over us. It is either “yes” or “no”; either kick 
us out the same as they have done in the past and take what we have 
got or do it otherwise. 

They have done it all along all through history. If they want to 
continue to do it, all right. 

There is a condition of performance required here before title can 
be acquired. In such a case there can be no laches or limitations. 
Somebody must perform to acquire the title. They have not got 
the right to take it. 

Mr. Ance.u. I gather from what you are saying that you are in- 
terested in protecting the rights of the Indians. I did not hear 
your test imony. 

I come from Portland, Oreg. We have a large number of reserva 
tions, Indian lands, and rights under treaties, particularly on the 
Columbia River. The way it is handled out there, the Government 
takes any of their property, which it can do, of course under condemna- 
tion. It can condemn the property owned by me or the Indians 
as far as that goes, but it must compensate the person who owns the 
property. ‘The Indians have recourse against the Government for 
its value if their property is taken. 

Mr. Snyper. In our case the Department of the Interior is reluc- 
tant to do anything about it. They only act in cases where there 
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is about to be an extreme wrong to be perpetrated upon us before 
they act. They have never acted as they have in the West. 

Right now they have withdrawn the Indian agency from New 
York State. We have not any agency there now. 

Mr. ANGELL. I am just suggesting what is done in the West. 

Mr. Snyper. We are left alone up there, and we have nowhere to go. 
They have us fighting between ourselves; so nothing will be done 
down here about it. 

Mr. Larcape. I may say this tothe gentlemen of the committee. We 
are glad to have Mr. Snydet appear and have his alleged claim noted 

1 the record here, but this committee has no jurisdiction whatever 
over the subject he discusses It would be my recomme ndation that 
he contact the proper committee of Congress and try to have a hearing 
on his alleged claim. This committee does not recognize any claims 
advanced by anyone, including Mr. Snyder. We could not do that 
because we have no jurisdiction over the subject; and, therefore, this 
discussion has no place in the deliberations of this committee because 
the subject that you refer to is the subject ot rights and claims under 
certain treaties and is a subject over which this committee has no juris 
diction whatsoever. 

Under those circumstances, all we can do is to have the testimony 
that you have given printed in the record, and your recourse would be 
through some of the other committees of the Congress who have juris- 
diction. 

Mr. Snyper. Are you not going to take the water and divert it and 
use it as you have inthe past? It is our water. 

Mr. Larcape. Of course, that is the crux of your claim, and your 
objection has been noted and there is nothing further that the commit 
tee can do about it. 

Mr. Snyper. Why can this committee not recommend legislation to 
enable us to get into court to enforce that provision ¢ 

Mr. Larcapr. This committee does not pass on claims and titles and 
jurisdictional matters that belong to other committees. One commit 
tee cannot transgress on the functions of another committee, and it is 
a subject that is entirely out of the jurisdiction of this committee. I 
would therefore Say that, as has been repeated|y suggested, your re 
course would be to the proper committee of the Congress having juris 
diction over the subject under discussion. 

You have been permitted to testify. Your position 1s 1n the record 
for such use as you care to make of it later. That is about as far as we 
can go. 

As far as entering into a discussion of legal rights or treaty rights 
or other rights is coneerned, this committee is not authorized to do 
so under the rules of the Congress. 

Mr. Snyper. Well, now, sup yposing for instance that we enter into 
an agreement with a private interest that vou have here. RO 
we rent this land to the power interests and get so paver’ a for 

Mr. Larcapre. It is still a matter over which we have no jurisdiction. 

Mr. Vurseii. Mr. Chairman, should this not go to the Committee 
on Publie Lands 

Mr. Larcapr. Yes. or to Insular Affairs Committee in the Senate. 
We have nothi ng to do “en the subj ect here. 

Mr. Vursett. That would be my idea, unless we bypass both of 


it. 
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putes under power project herein shall be heard by the Federal Power Commis- 
sion with notice to all States interested. 

(3) The United States shall transfer the power facilities to the authorized 
ugency designated by the State of New York which shall obtain a license from 
the Federal Power Commission. Eighteen months after beginning construction 
of the project the President is directed to report to Congress on the status of the 
negotiations. 

Section 4: If the State of New York does not accept the transfer of these 
power facilities, then the United States shall operate it through an agency to be 
created, and until the agency is created, by the Secretary of the Army 

In substance, the provisions of the Miller bill, H. R. 3146, are as follows: 

Section 2: Provides for the construction of the power facilities by private 
companies and directs the Federal Power Commission to issue a license to such 
companies. 

Section 3: The license from the Federal Power Commission shall include the 
following: 

That after March 2, 1971, upon not less than 2 years’ written notice, any 
agency of the United States Government, or the State of New York, may take 
over the facilities from the licensee upon paying to the licensee its net investment 
and maintain and operate the facilities thereafter ; 

That preference in the disposition of the power shall be given the national 
defense needs; 

That the licensee shall pay United States share of the cost of remedial works 
(art. II of the treaty, United States and Canada). 

Section 4: The Federal Power Commission has the authority to control the 
equitable distribution of power among the States within economic transmission 
distance from the project. 

Section 5: Saving clause same as in the Roosevelt bill, to protect holders of 
existing licenses. 

In substance, the provisions of the Cole bill, H. R. 5099, are as follows: 

Section 2: Provides for the construction of the power facilities by the Power 
Authority of the State of New York. 

Section 3: Directs the Federal Power Commission to issue a license to the 
Power Authority of the State of New York. 

Under the terms of the license, the Power Authority of the State of New York 
shall undertake the construction of all power facilities and works on the United 
States side necessary to enhance the beauty of the Falls. They are also required 
to provide equitable distribution of the power within economic transmission 
distances. 

Section 4: The New York Power Authority shall enter into contracts for the 
sale and distribution of power in a manner to insure such power at the lowest 
possible price to consumers, 

The bill sets up special provisions with respect to contracts within the State 
of New York. (See sec. 4 (a) through (h).) 

Section 5: This provision gives the consent of the Congress to the State of 
New York to enter into interstate agreements or compacts to provide for the 
equitable apportionment of power among the States involved. (See provisos (a) 
through (d) of sec. 5 for procedure with respect to compacts.) 

Section 6: Saving clause same as contained in Roosevelt bill, to protect holders 
of existing licenses. 














